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I. 

FINANCIAL DEPARTMENT, 

Despatch to the HoStta the Cora* op Dikotoes o* the East Ihdu 
Company, No. 38, bated the 2nd July 1852. 

We have decided on bringing to tbe immediate notice of your Honourable 
C °Urttl^|posMo^ enacted that five, 

January^^ 

of ffold exceeded tbe denominated price of the com m silver, then it . 

f : n that no ffold would be received at all, whereas on the other oa,nd if th 
™ «"s vod fefin the’mackct below the silver denonunafoa of .the corn 
$ thatS the Government would be bound *o accept payment m a com 
that was o£ no rae to it, since it was not a legal tender and couin not be .e- 

issued ^^^Kb^^rent bad gold been permitted to eonti- 
nne a ie-al tender equally with silver, for then though the cheaper metal of 
the two would have bad a tendency to displace the dearer as a currency, sti j 
though croid were the eheaper, the Government would have been on equal 
terms with the public, for it could equally have made use or its receipt m 

g0W 8° r B v Xptin? the course it did of declaring gold no longer a legal 
tender and yet Undertaking to receive it in liquidation of demands, it laid 

itself undeJ the disadvantage of being open to be ^ 

tvhifh otis of no use and mast ordinarily have been paid tor above its va .e 
s tce el^ence has not shown that gold and silver can ever, retain so 
fxaetly the i-elative value to each other of 1 to 15 as to circulate mdisomnt- 

n^ifp'lv as currGncv without VcU’ifttious o£ pi 3 !* ,, . * i 

‘ 1 7 This inconvenient result is now forcing itself on our attention, and 
threatens to become still more serious in-consequence of the recent discoveries 

nF o*o'(I in New South Wales, . . . .«* s 

8 The quantity of gold in the Indian Treasuries at present is upwards of 

3a lakhs of rupees worth, and tbe tendency baa been gradually, though some, 
wbat slowlv, to increase for tbe last two years. This amount in itself would 
not have embarrassed us, though obviously there is no advantage m being m 

o 


* 


possession of so large an amount of coin of which we can make no use in aid 
of.the public expenditure in India. 

9. But we have reckon to believe that speculations are already in progress 
for forming connections with Australia for the express purpose of bringing up* 
gold when tho direct line of steam comm unication is open next year in order 
to take advantage of the Government Proclamation of 184.1 by which gold 
is still receivable at 15 rupees to the so-enlled gold piece ; and in this case 
we run the risk of being seriously inconvenienced by an excessive stock of 
this metal. 

10, It is true that gold might be made use of as a remittance to England 
iti liquidation of a portion of the supply annually required for the service of 
your Hon’ble Court's Home Treasury, but as it might then go, not in adjust¬ 
ment of the balance of trade between the east and the west, but only because 
it was of no use as coin in India, we apprehend that the possibility of so 
employing it can form no sufficient argument for continuing to receive what, 
by the existing law, is not a legal tender of payment in,this country. 

11. Looking at the question in this light we are of .opinion that the 
Proclamation by which gold is now receivable into the public treasuries at 
15 rupees to the Company’s gold mohur should be withdrawn, and the 
existing law enforced thaf declares gold not to be a legal tender of payment 
in the territories of the East India Company. 

12, Unless-therefore we receive-your Hon’ble Court’s instructions to the 
contrary in reply to this letter, we shall carry our views into effect, as we 
consider the public entitled to early uotice of a change of practice that must 
materially interfere with their speculations in gold. 
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II. 


• Officers in oharge of Pub¬ 
lic Treasuries are hereby 
authorized freely to receive 
these gold coins (mo'tmr, half 
mohur, third mohuv, and 
double mohur) at tho rates, 
until further orders, respect¬ 
ively, denoted by the deno¬ 
mination of the .piece, until 
they shall have passed, the 
limits of lightness allowed for 
wear laid down in the annexed 
table, when they will only 
bo receivable as bullion, and 
be subject to a deduction of 
one per cent, for seignorage. 


Despatch prom the Hon’ble the Court op Directors op the East 
India Company, No. 52, dated 20th October 1852. 

3. Iu your Despatch in this Department, dated the 2nd July 1852, 
f No. 36, you draw our attention to the position of the Gold Coinage of India. 

2. Yon observe that the effect of the Proclamation* of the 13th January 

1841, authorizing officers in charge of Public 
Treasuries to receive freely, at their denominated 
values, the gold coins struck under the provisions 
of Act 17 of 1835, has been and likely to be 
still more embarrassing to your Government. 
The extensive discoveries of gold in Australia 
having had the effect of diminishing its value rela¬ 
tively to silver, holders of gold coin have naturally 
availed themselves of the opportunity of obtaining 
at the Government Treasuries, a larger price in 
silver than they could obtain in the market, and 
gold not being a legal tender of payment, you 
are unable, to ve-issue the coins so received in 
discharge of public liabilities. Hence, under the 
existing practice the flow of gold-coin into the 

Government Treasuries is certain to increase with the augmentation of the 
supply and the consequent cheapening of gold bullion, whilst your Government 
will not find it practicable to make any use thereof in aid of the public 
expenditure in India. 

3. Under these circumstances it is obviously important at once to cheek 
the receipt of gold into the Indian Treasuries, otherwise every bind of specu¬ 
lation in gold will be encouraged to the detriment of the Government. But 
we have never regarded the Proclamation of the 18th January 1841 as convey¬ 
ing the interpretation which you give to it. It did not appear'to us t> 
impose upon the officers in charge of Treasuries an obligation to give silver 
for gold, but only to authorize them to receive gold in exchange for silver if 
it suited their convenience to. do so. la our Despatch in this Department, 
dated 28th May 1851, we made the following remark with reference to the 
Proclamation in question—^* For the public convenience you may consent to 
receive them (the gold coins) iufco your Treasuries, and to exohauge silver 
for them, at fixed rates, but for your security you will decline to continue 
to receive them at. a loss, or, in other words, you will refuse to buy gold above 
its real value, and thus give an undue profit to the merchant at the expense 
of the State.” 

4. From the tenor of your present observations, however, we conclude 
that you hold a different opinion as to the purport of the Proclamation of 
1841, and that so long as it continues in force you consider it binding upon 
Treasury Officers to receive the gold-.coins in exchange for silver at their 
denominated values. In this view, we entirely approve of your intention to 
give immediate notice of the withdrawal of the Proclamation, but it will still 
remain for you to consider the important question, whether it be desirable 
to continue to denominate the gold mohur as equivalent to 16 rupees, when 
its real value is shewn not to be so great. It may be premature at present, 
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or until further and more definite experience lias been gained, of the extent 
of the hew supplies of gold, to adopt a measure which would alter the 
monetary denominations, yet as every day is forcing the subject into promi¬ 
nence, it is well to be prepared to take measures for adjusting the relative 
nominal values of the rupee and the gold mohur when you may be able to 
effect it; % 
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III. 

Notification in the Financial' Department No. 26, dated the 

December 1852. 

!By Section 9 of Act XVII of 1835 of the Government of India, it was 
enacted that thenceforward no gold coin should be a legal tender of- payment 
in any of the territories of the East India Company and according - .y gold 
ceased, from the date of passing of the Act, to be a legal tender of payment 

in the Company's territories in India. . 

But by a proclamation issued on the 13th January 184)1. officers in 
charge of public treasuries wjSre authorised freely^to receive gold coins 
struck in conformity with the revisions of the Act X VILof 1835 at the rates 
indicated by the denomination of the pieces, until they should have passed 
Certain limits of lightness set forth in a table published with^ tho proclama¬ 
tion/or until further orders and gold coins have been thus received m liquida¬ 
tion of public demands up to the preffeut time. 

„ Notice is now given that so much of the proclamation ox .ho lota. 
January 18-11 as authorised the receipt of gold coins into the public treasuries 
of Government will be withdrawn and cancelled from the 1st January 1853, 
* and that on-and after that date no gold coin will be received on account ot 
payments due or in any way to be made to the Government in any public 
treasuries within the territories of the East India Company. 

Gold will continue as heretofore to be received into any ct the Mints 
within the countries of the East India Company for coinage under the Act 
and rules at present in force for the coinage of gold, but Mint certificates for 
gold coins will be discharged in gold only, and no such certificate for gold 
will be accepted in any public treasury in liquidation of public demands or 
on account of any payment to the Government whatever. 


ft 



Minute, dated 25 th December 1859, by the Honourable Me. Jamb* 

Wilson on the proposal to introduce a gold currency in India. 

In the Financial Despatch No. 109, dated the 4th of November 1859, 
from the Secretary of State, upon the subject of a Paper Currency for India, 
the consideration of the Indian Government is invited to the question which 
has recently been much discussed, of introducing the. English s< Sovereigns'* 
or some other gold coin into the circulation of Iudia, as being one intimately 
Connected with that of a Paper Currency, 

2. The discoveries of gold of late years, and its diminishing price in 
relation to silver, added to the great demand which has latterly existed, for 
the latter metal for shipment from England to India and China, have com¬ 
bined to create a strong public feeling favour of making use of gold in 
some form or other as part of the circulating medium of India. 

3. No one will be inclined to deny that if we had to begin a system of 
currency de novo , the most convenient of all the various systems now in 
practice would be found to be that used in England, where gold is the 
standard, gold coin the general money in circulation, and silver tokens of 
limited tender, the subordinate coins. 

4. But we have to deal with a long established standard of silver in 
India, in which liabilities to a large amount, in the shape of public debt, and 
obligations of varied ehavacter running over a long series of years, nave been 
incurred in silver. For it must be borne in mind that a contract to pay a 
given sum of money, is nothing more nor less than a contract to-deliver a 
given weight of that metal which is the standard at the time the contract is 
made, and that to alter or vary the standard, and to adopt another tnetai 
because it is cheaper, is simply to enable the debtor to break faith with the 
creditor. It is true that the metal in which a debt has been contracted may 
fall in value by a large increase in its quantity, but that is a risk which the 
creditor runs, and of which he has no right to complain ; in like manner the 
metal may rise in value, but that is a risk which the debtor incurs when he 
enters into the transaction and of which therefore./!*? has no right to complain. 
If two men enter into a contract, one to deliver, and one to receive a given 
quantity of wheat, at a distant day, however much wheat may have fallen 
in price in the meantime, the receiver has no right to complain any more than 
the deliverer would have, had it in the meantime risen as much in price. Bub 
if the person whose duty it was to deliver wheat, finding that it had risen 
ranch in price since the contract was made, sought to deliver barley or some 
other grain, which in the meantime had become relatively cheaper, the in¬ 
justice of such an attempt would be plain. But it would be equally unjust 
after a contract had been made in a silver standard, to change the standard 
into gold, because it was becoming more plentiful, and ill relation to silver, 
likely to become cheaper. 

5. Since the first discovery of California this subject has been much 
forced into discussion owing to the various ways in which a great and sudden 
increase in the supply of gold was likely to affect various countries. The 
first impression was that a great fall would take place in the price of gold as 
measured in silver. Up to this time,'however, the change in the relative value 


of these two metals does not at the outside exceed 5 per cent. Before the 
gold discoveries silver was rarely so low as 4s. li d. the oz. —since, it has 
seldom reached, or at least exceeded 5s. 2d. the oz. But, under the apprehension 
of a fall the Government of Holland, proverbial for its caution, was the first 
to take alarm, and having then a circulation of both gold coins and silver 
coins, which were a legal tender at a fixed relation to each other, they demone¬ 
tised the gold coin, leaving silver, the aneient standard the only legal tender.' 

6. In Belgium a similar 1 state of tilings existed. Their standard and 
chief coins were silver, but they had, chiefly for the convenience of travellers, 
attached a fixed rate to the gold coins of England and France, and had coined 
20 franc pieces of their own. They followed the example of Holland, 
demonetised gold and fell back upon the single silver standard and coin, 

7. In India coins both of gold and silver were in partial circulation. 
The mint proportion which those coins bore to eaoh other was that of 15*153 
of fine silver to 1 of gold. The gold coin was not however a legal tender, 
but as the intrinsic value of the gold coin in the market was at least equal to 
the silver rupees which it represented, there was no difficulty in passing 
them, and the Government accepted them in the public treasuries at the 
nominal rate at which they were coined. But as soon as the price .of gold 
began to fall, and the gold mohur piece was no longer of the same value as 
15 silver rupees, it was evident if the Government continued to receive them 
into the treasuries without the power of paying them out at the same rate, that 
a great accumulation of gold pieces would have taken place, which the Gov¬ 
ernment could not use as money, and upon which in the sale it must have lost 
considerably. To avoid this, the Government had the choice of two plans, 
the one to reduce proportionately the rate at which the gold coins would be 
received so as still to leave a margin for loss, the other to prohibit the receipt 
of gold coins altogether and to accept only the legal tender coins of silver. 

They adopted the latter 

8.. In the United States at that time they had a double standard of gold 
and silver, and coins of each metal. But as silver became dearer in propor¬ 
tion to gold, it was shipped away to so great an extent as to lead to great, 
inconvenience for the want of small coins, the place of which could not be 
supplied with gold. In 1853 therefore the American Government had 
recourse to the plan of reducing the weight of the silver coins (the dollar 
being reduced from 4124 grains to 384 grains of silver), so as to make them 
tokens like the English silver coins, limiting their tender to five dollars, and 
thus adopting a single standard of gold. 

9. In France a double standard had prevailed at least since the decree of 
Napoleon the First in 180It By that decree the relative value of gold and 
silver was fixed in the proportion of 1 to but as 6 francs are retained at 
the Mint for coming a kilogramme of gold into 155 pieces of 20 francs eachaud 
14 francs are retained for coinings kilogramme of silver into 40 pieces of five 
francs eaoh, the proportionate value of the two metals a? coined is 1 of gold 
to 15*54, rather above 15 J, of silver. 

10. From 1801 to 1850 the market price of gold had always a tendency 
to rise, and being more valuable in proportion to silver than the rate fixed by 
the Decree of Napoleon disappeared altogether from circulation and com¬ 
manded a premium; silver consequently became the only actual circulation. 
Since the gold discoveries, the price of gold has fallen somewhat below the, 
fixed rates, and in consequence, since 1850 a sum equal to one hundred and 


thirty million* sterling of gold has been coined at the French mint, and a 
corresponding* am omit of silver has been exported. For many years prior to 
1850 little or no gold lmd been coined. This has led to a daily increasing 
scarcity of small com and to great inconvenience as a consequence. And it is 
quite certain if the price of silver continues to rise, that the French (govern¬ 
ment must resort to some such plan as has already been adopted in the IJuited 
States in order to maintain in circulation silver coins for inferior denomina¬ 
tions. Indeed it is ghiefly the fact that a large portion of the silver coin now 
in circulation in France has become considerably reduced below their full value 
by Wear that has prevented their being exported. 

11. In all the German States in which formerly gold coin circulated at 
fixed rates they have been demonetized, and under a Convention made in 1857 
to which I shall have further to allude hereafter, silver has been reverted to 
as the sole standard. 

12. From these examples it would appear that wherever the integrity 
of the single standard had been in any degree departed from, the small change 
in the relative prices of the metals which has taken place, not exceeding as I 
have shown, 6 per cent., has immediately led to inconvenience and to an altera¬ 
tion in practice which ia the matter of the money of a country is always to be 
deprecated. In England fortunately the single standard has not. been 
tampered with, and it is • accordingly almost the only country in which no 
change whatever has been made in consequence of the gold discoveries. No 
doubt there were at first not wanting tho*e who being owners of the public 
stocks, or recipients of fixed incomes, endeavoured to create a feeling in favour 
of some change in order to avoid the depreciation in their property which 
they apprehended from the reduced value of gold. But they were at once 
reminded that all contracts were made in gold, and that whether gold rose or 
fell iu value' the contract as between debtor and creditor must be maintained. 

13. With all this experience before ns we are called upon to consider 
how far it would be wise again to tamper with the principle of a single 
standard in India by admitting gold coins into the circulation under some 
assumed regulation which would avoid inconvenience. 

14. I at once say that 1 know of no conceivable regulations by which 
such an object could honestly be attained. But 1 am willing to consider all 
the various proposals whigh have been made for that purpose. These may be 
divided into five heads. First, some propose that the “ sovereign ** or some other 
gold coin should be introduced, and which should circulate at its market' 
price from day to day measured in silver. Second, others propose that such a 
gold coin should be made bearing the exact value of a given number of rupees, 
say ten, and that, it should be made a legal tender for that sum for a limited 
period, say a year, when it should be re-adjusted and agaih valued and. made 
a legal tender for a further similar period at the new rate. Third, some pro¬ 
pose that the English sovereign should be introduced as a legal tender for ten, 
rupee*, hut limited in amount to twenty rupees, or two sovereigns. Fourth , 
some propose to preserve a single standard, but to change it Irom silver to 
gold, adopting silver tokens for subordinate coins. Fifth, some propose the 
simple adoption of a double standard of silver and gold which all the others 
repudiate. 

15. As applicable to most of these schemes, I may remark that the chief 
object of a coin is that it shall represent a defined and fixed value, well 
known to the simplest of the people; When it is deprived of this quality 



it fs reduced to the mere condition of a commodity which is to bo bought and 
sold at rates varying with the fluctuations of the market, Tire true attribute 
of the coin is thus gone. 

16. This remark applies with great force to the first mentioned of the 
four plans for supplementing the Indian currency with gold coin. And if 
we consider what the practical effect would be, the proposal must be dismissed 
aa wholly impracticable. Let a gold piece*' be coined to-day representing the 
exact value in gold of ten rupees, to-morrow the price o£ gold either from a 
change in its intrinsic value or from an alteration in the exchanges with Eng¬ 
land ’where it is the sole standard, rises to 10 rupees and four annas, next day 
it rises to 10 rupees and eight annas, "in a day or two more an importation 
having taken place from 'Australia it falls to 9 rupees 12 armas, and then to 
9 rupees 8 annas, and so on, being influenced by all the accidents from day 
to day which determine the price of gold expressed in silver, 

17. These fluctuations' moreover may not only take place from day 
to day, but even during the same day. It would be impossible that such 
coins could answer the place of money. The cambists and money dealers 
could no doubt buy and sell and deal in such coins just as they do now iu the' 
metal itself, but except the fact that the quantity and quality of the metal 
would be ascertained without weighing or assaying, they could just as easily 
deal iu and buy and sell gold bars. To call a coin « money >’ the value of 
which could not be vouched for from one day to another, to say nothing of 
the trouble of ascertaining and computing the fluctuations, would be a mere 
misnomer, and it is certain that uo community would suffer the risk and 
inconvenience of such a system that could possibly avoid it. 

IS, The second plan proposed, though not open to the same objections, 
is still open to others almost as grave A gold coin is to be made the exact 
value of 10 rupees, it-is by law to be declared a legal tender for that sum for 
a year Or some specific period of time, both in the hands of the Government 
and. the public. During that period the price of gold measuved in silver is 
continually falling, a profit is gained by the bullion dealers by importing gold, 
getting it coined, and forcing it into circulation at the fixed periodical rate. 
As the year draws to a close, when it is known that the rate will be revised, 
and the circulating value of the coin reduced in conformity with the fall of 
gold, every one makes an effort to get rid of the gold coin, a struggle takes 
place in which the public Exchequer takes a prominent part, for every one to 
divest himself of gold coins and thus to avoid an inevitable loss. But on 
some one it must fall, and there could not but be great dissatisfaction in the 
public to find on a given day the value of a large quantity of. the coin in its 
possession which they had no choice to refuse, depreciated by 2, 3 or 4 per¬ 
cent, # 

49, When the monetary convention was entered into between %be 
Austrian Government and the states of the Zolverein in 1857, with a view 
to obtain a uniform and general currency, silver was adopted as the existing 
standard, but as some Slates were anxious to retain a right of coining gold, 
after the greatest consideration no better plan could be devised than this most 
imperfect one. But the difficulty of giving a fixed value was found to be so 
great that Article XVIII of the Treaty declares that — 

“ The silver value of the conventional gold coins will be alone regulated by the relation 
of the supply to the demand, and they will therefore not possess the property of represent¬ 
ing an amount of legal silver coinage as a medium of payment.” 


"But it is further provided by Article XXI— 

“That each State is to be at liberty to allow such gold coins to be taken at their 
tr^suries in lieu of silver at a rate of exchange to bo beforehand decided upon, such pro- 
decided rate of exchange shall last at the utmost six months, and at the close of the last 
month, is to be each time re-considered for the next similar period." 

20. As far as I can learn apd as might have been expected, a system 
of gold currency so imperfect and exposed to such uncertainty has practically 
remained a dead letter. To show the opinion which the parties to the con¬ 
vention entertained of the plan, they took care in Article XXII to stipulate 
that'all paper money issued by the State should be solely fpr silver and payable 
in that metal. I may conclude then that it would not be thought desirable 
to adopt this plau. 

21. The next and third proposal is to' permit the circulation o£ the 
sovereign to a limited amount, say of twenty rupees. This idea seems to have 
originated in the system, adopted in England of giving to the silver coins the 

'character of tokens, not of full value and limiting the amount of tender. 
But it must be borne in mind that while this can be done with the low priced 
metal which represents small transactions, it cannot be done with the high 
priced metal, the chief object of which is to represent large payments. The 
objections to the plan may be thus stated. As long as gold was of a value 
above the ratio which the coin represented, it would not be circulated at all, 
but when it fell below that value, every effort would be made to force it into 
use. The consequence would be that shop-keepers and small dealers would 
receive many of their payments in a coin with which they could not make 
large payments without a los3. They might receive £100 in a day from 50 
customers, and when they came to place the £100 in the bank or to use it for 
a. payment to a merchant, they would have to submit to a loss equal to the 
discount upon the gold. From the mint regulations in England a similar loss 
cannot happen. A similar source of loss would be experienced by railway 
companies whose fares would be paid in a coin which they could not dipose of 
in large 'sums except at a loss. 

22. The fourth proposal is to adhere strictly to a single standard but to 
change it from silver to gold. As l have already said, 1 freely adroit that if 
we had to begin de novo , convenience would point to a gold standard with 
silver token coins as the boat. Although public opinion has been by no means 
agreed upon this point, it is curious to observe the fluctuations of views 
upon this subject and hotv much they are governed by expediency and con¬ 
venience at the moment. In 1837 during the panic silver happened to be 
rather abundant in the London.markefc, and difficult to bs converted into bank 
notes or gold, not being a legal tender, A great pressure Jrom the merchants 
of London at that time, and again in 1847 under similar circumstances, was 
made upon the Government of the day to admit silver into circulation, 
exactly similar to that which now prevails in respect to gold where silver is 
the standard. I have a very clever pamphlet lying before me entitled “ The 
Injury, Insufficiency and Inconvenience of a Gold Standard,” in which argu¬ 
ments are used quite as strong against that system as now prevails against 
a" silver standard. If a Government were to vacillate in a vital matuu* of 
this kind according to the convenience or interest either of the debtor class 
or the creditor class, the integrity of any standard would be entirely lost. 

23. But though I admit that a gold standard does possess superior ad¬ 
vantages, yet, as I have already shewn, in a country where all obligations 



have been contracted to be paid in silver, to make a law by which they could 
forcibly be paid in anything else, would simply be to defraud the creditor 
for the advantage of the debtor, and to break public faith. 

24. The fifth and last plan proposed is to adopt a double standard, such 
as prevailed in the United States previous to 1&53, and such as still pre¬ 
vails in France. The system of a'double standard is practically a permission 
for the debtor to pay bis debts- from time to time in the cheapest, of the two 
metals. As I have already remarked, when snob a system has existed from 
ancient times, and when under it the great hulk of obligations have been con¬ 
tracted, the creditor has no right to complain of being paid from time to time 
in the cheaper of the two metals because that was the condition of his contract. 
But in cases where a single standard has long prevailed, the adoption of a 
double standard is just as much a breach of faith as a simple ohauge of the 
standard. For it must be plain that the introduction of a double standard 
is practically the adoption of tbe cheaper of the two metals at the time. 

25. But. unjust as such a change would be, inconvenient as a double 
standard has proved in practice, and inconsistent as it is in principle, yet I 
have no doubt if it is desired to have tbe use of both metals in a circulation 
of full value as coin, that it is the best mode in which that, object can be 
attained. In all the other ways in which it has been attempted to circulate 
gold.coin with a silver currency, the principle either of a varying, value from 
day to day, or that of a •periodical adjustment of value, the coin circulating in 
the meantime as a. legal tender, has been found needful. Under either of those 
plans the holders are less or more subjected to immediate and individual loss ; 
in the ease of periodical adjustment as is proposed in Germany, it may be, to 
considerable loss. But in the operation of a double standard, the one coin 
which is gradually becoming of less intrinsic- value, gradually and from day 
to day, displaces the coin which is undergoing appreciation ; large supplies 
of the cheapening coin come from the mint, and corresponding quantities of 
the appreciating coin are bought up and exported at a profit ; but as long 
as tbe two coins circulate together, and to whatever extent they do so, they 
are, in tlTe hands of the public, of the same nominal value, and continue, 
without any intermission, to answer the same purpose for all daily uses. 
However objectionable therefore a double staudard may be, and' however in¬ 
consistent with theory, I hold it to be the least objectionable of all the plans 
yet proposed for combining the use ol' the two metals in coins of*full intrinsic 
value circulating in the same currency. 

26. But I would ask, what advantage could be expected from tbe adop ¬ 
tion of gold in India. Upon this subject there is, I believe, much confusion 
of ideas. It is said that gold is becoming more plentiful, and that the 
demand for silver is making it scarce. Now riie extent to which this is true 
in practice must be measured by the rise which has taken place in the market 
price of silver, which I have shown does not exceed 5 per cent. But suppos¬ 
ing it were greater, would that be a reason for using gold ? If India requires 
a supply of the precious metals it can only be obtained in exchange for 
its products in foreign markets, and the quantity of those metals, whether 
of gold or silver, will be obtained in the exact proportion which they 
bear to the products of India for which they are exchanged. India is quite 
as weil off to receive silver as gold, and perhaps better inasmuch as silver 
seems to be an appreciating metal, while gold is probably still falling. Nor 
can it be deemed to be a disadvantage to India that the silver remitted for its 


12 

products has to bo obtained in exchange for the gold received from California 
or Australia in London. These d ifferent movements in the distribution of 
the precious metals to the points at which the exchanges of the world direct 
them, are all determined by general broad principles which are self-acting and 
which any artificial attempt to disturb or control can only tend to-derange. 

27. In whatever form India receives its payments from the exterior world 
for the balance of its exports'over its.imports,,whether in gold or in silver, can 
matter not, so long as the full value is received. 

28. I Know it is said that gold coins are much more convenient for cir¬ 
culation than silver. If this refers to the removal of Government treasure 
from one part of the country to another, then 1 much doubt if any important 
advantage would! attend gold coins. The expense of removing coin is no doubt 
in a very small degree determined by itj weight and bulk, but to a much 
greater extent by the necessity of protecting it. It would require just as 
muph of an escort to protect the sum of £100,000 in gold, as if in silver, and 
perhaps even more so, inasmuch as the compactness and lightness of gold would 
render it a more tempting and handy prize to the robber, than bulky and 
Weighty silver. • Again I doubt much whether there would not be somewhat 
greater danger to local treasuries containing gold coin than silver. It is a 
very suggestive fact that during the Mutiny the gold mohurs of 15 rupees 
commanded such a premium owing to their greater convenience for conceal¬ 
ment or removal that the price of 26 and 27 rupees was given for them. * 

29. But if the convenience referred to alludes to the use of gold coins 
for private expenditure, then I readily admit their value to that extent. But 
I would submit that for this purpose, and for all others that have been sug¬ 
gested, a well regulated paper currency, such as I have described in another 
Minute of this date, would answer much better, while theaneient single stand¬ 
ard of the country in which all existing obligations have been contracted 
would be maintained in all its integrity. 



Extract from a Minute by the Hobble S. Lainci on the Paper 

Currency Bill. 

1. “ There is another point of considerable importance, on which I purpose 

to introduce an amendment. , . . . 

‘'The Bill, as now framed, contemplates the absolute and enure,exclusion B 

of gold from the circulation of India. 

• a. “I must confess that I feel very reluctant to base a great measure, for 
reforming tlie circulation of India, on the total exclusion, for all time to 
come, of that form of the precious metal which is indisputably the-most 
convenient for many purposes, and which is the chief or sole standard of all 
the principal nations of the civilized world, with which we have commercial 

intercourse. , „ T ' . 

8, u Surely it is not desirable that the trade of India, with such countries 

as Australia or the United States, should be for ever taxed with the difference 
of the cost between sending gold direct here, or sending it first to .pondon, 
then probably t.o Frauce or Germany, to exchange for silver, and finally send¬ 
ing that silver to Bombay or Calcutta. , , , 

4. " It is universally admitted that, if we could begin de novo t the Epglisb. 
system of a gold standard, with a silver- token currency for small amounts 
and convertible paper for large payments, would be the most desirable; and, 
if we cannot at once attain this object, we ought, at least, to approximate to 
it as nearly as we can, and leave an opening for possible further progress. 

5. “I am aware of the arguments urged in Mr. Wilson's able Minute of 
the 25th December 1859 against any form of a double standard. 

<f I do not concur with many of these arguments, more especially with 
the fundamental one, which lays down that it would be a breach of faith, 
under any circumstances, for the State to pay in gold liabilities contxacteu in 

* 

6. (t Several of the principal nations of the civilized world have practically 
changed*their standard, without suspicion or breach of faith i France and the 
United States, for instance, from silver to gold, Holland and other States, 
from a double standard of gold and silver to one of envoi only , and * - this 
were the only obstacle, I think arrangements k would be easy by which the 
public creditor might have the most ample security for being paid in money, 
represented by coin of not less intrinsic and not less exchangeable value than 
that which represented money, when the debt was contracted. 

7. “ But I do not wish to discuss the subject further, for the other practical 
difficulties of introducing a gold currency, concurrently* with the enormous * 
silver currency now in existence, are, if not insuperable, so great, that I should 
be afraid of delaying the measure indefinitely if I attempted, to solve them. 

8 (< All that I propose is one simple alteration, not at all inconsistent with 
the principle of the Bill, as it stands, and-of a silver standard. It is this :— 

“In England, where gold is the sole-standard, the Bank is authorized 
to "issue paper, to the extent of not more than one-fourth of its - circulation/ 
against silver. 

9. '* I would rev#se the process, and provide that, of the paper circulation 
of India to be issued against actual coin or bullion, a proportion, not exceeding 


one-fourth, might be issued against gold coin or bullion, at rates to be fixed 
by proclamation, and which might be periodically adjusted with proper notice. 

10. “ The rate would have to be fixed so as to secure the State from risk of 
loss in having to oonvert, this gold into silver, in order to meet the notes 
which had been issued against it; and this would necessitate a low rate at 
which gold would probably not be taken to the Mint, to exchange for paper 
under ordinary circumstances. But, on special occasions, and in particular 
transactions, it might be a great advantage to the mercantile community to 
know that gold could be made available, as money, at a fixed rate ; and I 
think it not impossible that, with a minimum value thus established at which 
it could be taken at the Mint, and at Government Treasuries, the superior 
convenience of gold and its attraction for the Native population, might give 
it a marketable value, at which it would be largely imported. If, for the sake 
of illustration, the sovereign were taken at the Mint and principal Treasuries 
at ten, cr the gold mohur at fifteen rupees, it is quite possible that their 
market value would range up to eleven or sixteen rupees respectively; in 
which case, without risk to the Treasury, and without disturbance to the 
silver standard, gold would flow in, a great convenience would have been 
afforded to international commerce, and to the general public ; and a founda¬ 
tion of experience laid upon which, after careful induction, it might be possible 
to go further in the same direction. 

'* If, on the other hand, gold did not enter into circulation under these 
conditions, it would prove that silver, with a secure and convertible paper 
currency, gave perfect confidence, and answered all the wants of trade and of 
the community; and the enactment would remain a dead letter, and be per¬ 
fectly harmless. 

“ The object would be attained by a short proviso at the end of the 9th 
Section/' 




VI. 


... • ■, -*• 

Extract, paras. 21 to 24, op a Despatch prom the Secretary op 
State, No. 7-5, hated 2nd May 1861. 

21. “I am not insensible to the possible advantage which might arise 
from the introduction of the sovereign as the current coin of India (as it is, 
I believe, in Ceylon ); but, at the present relative intrinsic value of gold and 
silver, no combination of Indian coins can express the value of the sovereign. 
If, by any change in the relative value of the two metals, a sovereign and 
10 rupees were to become of equal intrinsic value, the sovereign might 
readily be introduced, and become the standard coiu of India; but at present 
it can only be taken at its value as gold, and that value will vary from time 
to time, according to the demand at the moment for that metal. 

22. “Ibis value must be determined amongst traders for themselves; 
and the Government will only embarrass itself, and effect no purpose, by 
attempting in any way, to vary or alter the ordinary operations of trade. 

23. “ If gold should ever become the standard of India, the reserve of 
the Issuing Banks would be held in gold, and not in silver, and in that ease 
all this provision of the A-et would have to be changed. 

24. •“ I will not, however, object to the power given by the clause j hut 

1 desire that it may he used to a very limited amount, and only in the Presi¬ 
dency towns/;’ ' 



VII 

EXTRACT EBOSC' A MlNUTE BY THE Hon’bLE S. LaING ON CUBRjjlNCY ANO 
Banking, batbi> 7th May 1862. 

1. “ The only remaining point to notice is ns to the partial introduction of 
gold. I have always thought (hat the step taken hy the Indian Government 
in December 1852, of refusing to accept gold at the Government Treasuries, 
was a mistake. Gold being the most convenient and portable metal, and 
becoming more and more every day the currency of nearly the whole civilized 
world with which India has commercial transactions, it seems to me very 
undesirable to exclude gold altogether from the ordinary range of its monetary 
transactions. 

2. “ Were it possible to create de novo a currency for India, there can be 
little doubt that one similar to that of England would be the best, viz., with, 
a gold standard and gold coins for moderate sums, a silver token currency for 
small transactions, and notes representing gold for large amounts. But with 
a silver standard and an immense, silver coinage actually existing, the introduc¬ 
tion of a gold coinage becomes difficult. 

3. “ I do not agree with many of the objections which have been urged 
against the adoption of a double standard, and if the alternative had lain 

' between this and the abandonment of the principle of uniformity, by issuing 
notes in distinct circles, I should nut have hesitated to prefer thfe double 

standard, * , , . • ... . .. 

4. “ But this object being attained, there are no doubt difficulties in the way 

of a double standard, which it is better to avoid, and in fact the adoption of 
a double standard may be probably looked upon as a transition process to ihe 
abandonment of a silver and substitution of a gold staudard. 

5. « This involved an amount of change which, especially under existing 
circumstances, when a season of tranquillity and repose In • financial and 
monetary matters is very desirable, I was. not prepared to recommend ; and 
accordingly the only provision respecting gold inserted in the Currency Act 
was one bv which the Government were empowered to issue notes to a limited 
extent never exceeding one-fourth of the issue represented by coin or bullion, 
against gold ooin or bullion, at rates to be fixed from time to time, and not 
altered without six months uotiee. 

6. “ The object of this was simply to leave the door open for cautious and 
tentative experiments with regard to the future use of gold* The importation 
of gold already exists and is increasing, and the metal is so much appreciated 
l>y the Native population as generally to com maud a premium, It might 
therefore be a convenience to importers, and an encouragement to-increased 
importation, if it were known that a certain quantity of gold could always be 
converted into money at a fixed rate, while, if this rate were fixed with a little 
maro-in below the ordinary market price, and adjusted, if necessary, every 
six months, no risk of loss to the Government would, be experienced. Thus, 
after a time, if the use of gold became more general, and its value more fixed, 
pome further step might be taken ; but in the meantime the clause would 

only be acted upon where it was shown that it would be a convenience to 
commerce and that the Government would ruu no appreciable risk. Indeed 
I should recommend to Government to wait for a year or two's experience of 
tf - working of the system just inaugurated before they take any step to put 
this clause as to gold into operation, unless upon an application from the 
mercantile community of one of the Presidencies, based upon strong grounds 
nf m-Actical convenience, in which case notes might be issued for gold at a 
„Ee rate at the Cent™) Office o£ Issue o£ that Presidency.” 



VIII. 


Minor* BATED 8th Maiich 1864, by His SioBU-BSOi Lieutehmt-Gem- 

ral Sir w. Mansfield, K.Uti, 


Chapter I, 

wy- Afatnorial of the Chamber of Commerce should be supported.—My. Wilson's 
“ ' opposition to a Gold Currency in India.-Necessity of answering 
* 1 his objections. 

The memorial of the Bombay Chamber of Commerce, praying for the 
introduction of gold currency into India, is, I trust, the beginning of a 
reform which is much required by the circumstances of the country. 

When we consider all that may he said in favour of the reform and how 
little can be asserted against it, a reasonable expectation may be entertained, 
that the praver of the memorial will not pass unhoedeq oy tae oupreme 
Government and the Eight Koa'ble the Secretary of State tor India. 

It, would be difficult to put the facts which tell on the side of the pro- 
D0Sed charme, more cogently and clearly than has been done m the memorial 
under consideration. There is, nevertheless, the weight of a great authority 
in opposition, which must be removed by argument, oetorO we can hope 
success will attend the movement of the reformers, 

Th'it authority tfcte opinion of the lamented Mr. Wilson* ^no died at 

Council in I860. This.eeutleman, 44u- 
“ishe,! alike as a financial statesman and a great economical writer, rested 
bis objections to such a reform as is now asked.toi, on tbiee grounds. 

#irs(i,/.-That tlie change to a gold currency would involve breach oE 
faith with the creditors, who had contracted the.r obligations in . ,e fotm 

of silver, • ■ _ . • , 

Secondly, —That it was opposed to much of European precedes and 

That seeing that silver was now the legal tender, he could 
perceive no particular good in change, although he admitted that it would 
have been an advantage to the country, if gold had been the original legal 
tender instead of silver. 

A careful perusal of Mr. WiUou's ‘minute of 25th December 1859 “ on 
the proposal to introduce a Gold Currency into India ” has convinced me 
that the grounds of his opinion are m point or. fact, fallacies, which are in- 
compatibte with the development of the people, and with a feelmg. of .equity 
towards all classes, the poor as well as the neb, indebted (m whieh I include 
tho St&tc) as well &8 the capitalist and the owner of land* 

That minute has convinced me that, while Mr. Wileou allowed his 
ima-inatiou to be excited by the possible depreciation in the value of gold, 
as the effect of new gold mines might be still more felt, be overlooked the 
corresponding circumstance, that if, as he expected, gold throughout the world 
should fall stdl more iu value that it had done when he wrote, silver, if 
stationary in the amount produced, would proportionally rise. He thus 
neglected to consider that, as a means of appreciating value, silver was 




in truth as uncertain as gold, this being true, both with regard to'new con¬ 
tracts hereafter to be made and to those of ancient date. 

The perusal of his speeches and minutes on Indian Currency, has further 
persuaded me, that Mr. Wilson's views were formed without sufficient atten¬ 
tion to the social condition and the habits of the great masses of the people 
of India, 

He was thus led into error, both with regard to what it is possible to 
effect in the execution of currency changes and to the wisdom of reforms, to 
the general entertainment of which the popular mind has not yet been suffici¬ 
ently educated. - 

It has appeared to me, therefore, to be a duty for some one to examine 
Mr. Wilson's minute and bis views on the subject of a gold currency for 
India, according to the principles of Political Economy, of which he has so 
often been the able and 'uncompromising exponent. 

The necessity of the investigation which, in the public interest, thus seems 
to me most urgently required, has apparently not occurred to any one else 
in this country. • I proceed, therefore, with much diffidence, to take the 
duty on myself. 

In deference to the great authority to which I find myself opposed, and 
to the importance of the enquiry, 1 have been obliged to taka nothing for 
granted, but to follow Mr. VVilsou's own example, when in a series of 
admirable articles he criticised the Bank Act of 1844. In short, at the risk of 
a charge of tediouaness, I have felt it incumbent on me to consider the 
principles on which rests the idea of a Currenoy. 

These being kept steadily in view, it has been sought to apply them in 
answer to Mr. Wilson's minute, and in support of the demand which has 
now come from the Bombay Chamber of Commerce. 


Chapter II. 
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’ The economy of Gold as a medium of Currency us compared with Silver._The 

practical consequence. 

A Currency is the machinery of domestic exchange. So much of the • 
medium as is absorbed in the metallic currency of a ^'country is the material 
of the machinery.. 

The precious metals absorbed in a.currency, are so rmioh of the capital of 
a country which' is devoted by the community to save it from livino- in a st; to 
of barter,. The profits of the capital so employed return in the form of 
convenience,'.and the saving ,of labour and time. 

The material or metal may be economised by the use of paper in various 
forms, but it being admitted that paper must always be convertible, it is 
sufficient to say that the metallic currency is-the basis or material of the 
machinery, by which the "Operations of modern commerce are rendered 
possible, . ' 

It would seem, then, that when a community determines what shall be its 
metallic medium of currency, it should carefully consider the conditions of 
economy which it may present, as compared with other media. 



Thus if a given medium, as being of more value, be more portable than 
another, it is preferable on such an account. Copper is better as a currency 
medium than iron, silver than copper, gold than silver j on this ground alone, 
according to the advauee made In a community towards wealth, and in the 
consequent increase in the number of transactions, to Which ifc daily commits 
itself / So long as a community is very poor, the rude currency of iron or 
copper may. suffice for its wants, A silver coinage is the indication that, the 
community has passe;! out of the ranks of poverty. 

When "it. is discovered that even to carry about the increasing masses of 
silver has become an'-intolerable labour, for which daily commerce m self- 
defence must find a substitute, we may be sure that a community has mode au 
immense stride towards the possession, not only of moderate buu or great 

X| is observed in such circumstances tfe«t a more valuable medium of 
daily exchange should be substituted for the silver, and gold, unless prevented 
by legal restrictions is sure to advance, to substitute itself for the saver, • 
and to perform the duties hitherto discharged by the displaced silver, ^ 

But there are other reasons besides those of more portability, all of which 
tend directly to a like result. Thus whenever a large quantity of the precious 
metals is broken up intp coins, and is constantly going through n course ot 
circulation, a certain wear and tear or waste of the metal so employed takes 
place, in other words, an immediate loss of the iSationa. Capital. 

If a coin of one metal (gold) is equal to ten coins of another metal (silver) 
assuming that a like degree.of purity, hardness, and durability is mechan- 
sieally. given to both, it would seem at first sight that the degree ot wastage 
in both would be exactly proportionate, and tin ref ore that tne results oi has bo 
the national capital on this account would be equal. But this is not so tor 
the following reason : the coin of greater value is . not so often turned over 
in th ■ affairs of petty commerce as that which is of less value, and con¬ 
sequently the former escapes much of the wear and tear which attends the 

Again, the coining operations of the Mint, involving assay and manu¬ 
facture, are reduced in amount, and therefore cheapen com m an inverse ratio 
to the i/alue of the coined medium. 

Thus if a sovereign he equal to ten rupees in intrinsic value, it is many 
times cheaper to coin gold -for general use, than it is to com silver. ;ihe 
mechanical economy would be considerable, if it afforded merely a sufficient 
quantity of coins, for the daily purposes of domestic exchange. 

But the reserves of the precious metal established as legal tender must 
be in great measure coined to meet drafts in accordance with legal demands. 
Consequently, a larger coinage must inevitably lake place than wou.d actually 
suffice for diily use. This is still more enha need by the foot of t-Ue exporta¬ 
tion of coins'in the form of a commodity of trade, merely on account, ol 
their value as such, and without respect to their being a monetary element 
• in the country they are leaving. 

Such considerations are particularly important, in India, whore so much 
of + 1)0 coined medium is retained in private hands, owing to a marked 
peculiarity of eastern habits. In consequence of this, a vast number ot 
millions of rupees is kept in reserve by the -people, on which the minting 
labour has been expended. 



We have therefore in a gold coinage, as compared with a silver coinage, 
three elements of cheapness, which cannot fail to have a marked effect in 
asserting the superiority of gold as a circulating medium and one of 
metallic reserve :— 

1st —Its superior portability. 

2nd —Decrease of wastage. 

3rd —Economy in mintage. 

•Now, if we accept the definition of a metallic currency, that it is a 
certain portion of the capital of a community which is abstracted from the 
whole without immediate return of any kind, for the purpose of enabling 
the community to pursue its business, in other words, to employ the re¬ 
mainder of its capital in the daily commerce of life, we cannot escape 
the conclusion, that that medium should be chosen to perform the particular 
functions of currency, in which mechanically it can be done most cheaply. In 
this we merely follow the same rules of reasoning and practice, that we apply 
when, we substitute animal draught’ for porters, and the steam engine for 
horses. 

It is particularly necessary to bear this in mind, to recollect . that a 
currency is only the means of transacting business, that it is a machinery in 
the economy of which all men are interested, and therefore,^that the me¬ 
dium has to be considered on account of such merits, just as we consider 
the relative merits'of steam and horses. This view may be cal led the me¬ 
chanical one. It is very liable to lose the attention which it deserves because 
of the difficult problems which come across the investigator, and of the 
manner in which the value of the precious metals as commodities occupies the 
mind, to the preclusion of the mechanical facts of their employment, and of 
the cost of those facts. Hence a great confusion arises. Even acute thinkers 
are thus apt to forget the important circumstances which have been stated to 
overlook the mechanical economy of using one metal (gold), as compared 
with another metal (silver). Nevertheless other conditions of relative value 
being preserved, this very mechanical economy would be quite sufficient to 
drive the lower metal generally out of circulation, were circulation allowed 
to adjust itself without the intervention of State laws or other restrictions. 
When arguing against the introduction of a gold currency for India, the late 
Mr. Wilson omitted to give these important considerations the weight they 
deserve. On the contrary, while he allowed that a gold currency would be 
more convenient than a silver one, he did not also add, as he should have 
done, that as a machine of daily commerce, a gold medium is much cheaper 
in the working than a silver one can possibly be. This fact should not have 
escaped a practical economist of his distinction. It is perhaps to be regret¬ 
ted that an authority of his calibre was lent to an incomplete statement on 
this very important part of the subject. 

Having thus established the mechanical superiority of gold over silver 
as a medium of currency, that is to say, that it is superior as a means of 
machinery in point of economy, to silver, it would seem to follow that the 
Slate, in which term is conveyed the inherent governing power of a com¬ 
munity, is bound to cause the more valuable metal to be substituted in the 
currency for the cheaper one, as soon as the community has become rich 
enough, to render such a change desirable for the greater convenience of 
daily commerce. 



It will hardly be denied that the State should guard itself, .according 
to the manner in which a trading firm or corporation would proceed in defence 
of the interests of its constituents. Such a firm or corporation having a 
given function to perform, which requires the absorption of a certain portion 
of capital, feels bound to economise the means of action according to the 
improvements which may take place, and to the progress made by invention 
and experience. ‘lit ibis sense, to revert to our old illustration, it substitutes 
animal draught for porters, and steam engines for horses. It is not held 
that porters”who have to seek another employment, have any grievance 
and we none of us can forget, how fruitless were the jeremiads of the old 
anti-railway party on the destiny of stage coachmen. 

In the same manner, if the State finds an old official machinery which 
does not suit the times; such machinery, after more or less discussion, is in¬ 
variably made to give way to adaptations, possessing greater convenience, as 
being more suitable to preseut exigencies than what is cumbrous, or has 
become obsolete in form. 

The same rule and practice are precisely attributable to a currency, when 
considered in its character of machinery. The holders of an old and cum¬ 
brous medium can no more plead exemption from the effects of progress 
and development, than porters, who find themselves supplanted by horses,or 
the-stage coachmen who have given way before the steam engine. 

The actual holders of the medium are also a portion of the community 
which benefits at large, by an economical reform of the currency, or the 
machinery by which transactions are carried on. The holders are.generally 
interested in the measure of reform, just as the stage coachman is interested 
. in the general improvement of the country by the introduction of the rail¬ 
ways, and, in the possibility thereby afforded to him, of securing his exist¬ 
ence somehow or other, though perhaps not on the coaeh-bos. 

In like manner, by haviug an economical currency given them, the 
holders of the old medium, though at first sight they might seem to lose by ite 
demonetisation, whether with or without the aid of law actually gain in the 1 
end by the greater use they are able to make of it as a commodity of trade. 

This ultimate gain to all classes we have seen both in France and in the 
United States. 

The Government then being considered as the trustee of the com¬ 
munity, is bound to afford to tliat community the cheapest currency or 
machinery, for conducting all the transactions of domestic exchange and 
deposit which 'can be devised by human skill and ingenuity. The obligation 
is one from which the State cannot escape. 

The cheapness being the interest of the whole, must-be preferred to indi¬ 
vidual interest if the two be found to run counter to ono another. 

There is no reason to believe that any 3ueh antagonism exists, it being 
found that any reform or measure which re-aots with favourable results on the 
whole body of a nation, is beneficially, however indirectly, experienced by all 
the individuals composing it. It is essential fco bear these somewhat trite 
maxims in mind,.on account of the fallacies, by aid of which it is sought to 
be maintained, that to reform the metallic currency of India, by substituting 
a gold for a silver one, involves breach of faith with those who have contracted 
obligations in the form afforded by the latter medium, or who happen to be 
holders of it. 
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The attempt ntfade to put out of sight the character imm! mechanical 
functions - of a currency, the cost of the performance oL these functions, the 

• means of* economising the cost muter the admitted necessity of maintaining 
a due metallic reserve. The other character of that reserve is then alone 
considered, «>,, its character as a commodity. That character is, of course, 
disputed by no one, but it is but t.o state one side of the argument when it 
alone is brought forward, and the other character (tng-, of machinery) main¬ 
tained at the cost of the community, is hidden from view. 

In confirmation of what has been advanced, it may, 1 think, be held to 
have been shown by the practice of wealthy nations, that gold is a more con¬ 
venient means of currency machinery than silver, when transactions are 
sufficiently numerous, and when the metallic means are sufficiently large, to 
render economy of porterage, wastage,, and coinage, an ‘element of calculation 
both to the State and to the individuals of whom the currency wants are 
‘concerned ; England, France, and the United States are sufficient; examples. 

This being so, wo must be convinced that as a matter of •administration, 
on the score of economy, we should eubfhute a gold currency for a silver one 
for the accommodation oflavge transactions, or what may be in excess of the 
wants of Very patty dealing, in countries which have reached the level of 

• wealth and commercial'activity attributable to such nations As regards the 
application of a geld currency to India we have then to ask, is she entitled 
to be counted among such nations ? A re her transactions of a character, are 
her needs on account of means of reserve and circulation,.are the# expenses of 
her Mints and of waste of capital sufficient to warrant a change similar to 
that which has been found in the United States, France, and Great Britain ? 


Chapter III, 


“The Standard of value.-— Does a change of the Standard involve what is called a Breach of 
Faith, either with the Public creditor, or the Private one ? 

Before proceeding to consider the question of "a change in what is called 
the " Standard of valued' it may bo well to come to an understanding on 
the exact meaning of the phrase. Confusion is .apt to arise from the mis* 
ai-i'i'eciation of terms, and the public sometimes deceives itself, and. is 
frightened accordingly by the misuse of words and phrases. 

Such a confusion, perhaps, exists at present with regard to tile phrase to 
which attention is invited. In some minds the so-called “ standard*of value ** 
is mistaken either for value itself, or for the regulator of value; It is, in 
fact, a particular metal or commodity, in which the law of a given country 
declares that a currency shall be maintained. 

That particular metal comes thus to be the expression, or means of the 
measure of value. This is a very different thing from being the measure itself, 
or from the commodity chosen as the standard of value having any intrinsic. 
yrtue by which it can regulate value, or obtain value in any .manner not 
common to other commodities. 

Vile are taught that there is*no real value but the cost of labour which is 
thrown into production * transport, and delivery. However that labour may 


% ftote, _The cost of production ;«3 here used includes the rout of laud. Waste lunch on 

Which labour h«s not been expended, returns no rent. 









%e paid for,, whether by the commodities it pr >duces } by other commodities, 
or by their representative in the ferra of money, on the cost of it depends the 
value of the commodity-produced. It makes wo difference whether the com- 
nmdity be goki or silver, corn or oil, stone or timber. In the cost of labour 
must be included wages in.every form, the expenditure of material which has 
been produced:by previous labour, the preparation of the soil which is also 
the result of labour, at whatever former period it may have taken place, 
although, now it may be paid for under the denomination of rent. 

Thus is it that by the cost of labour value ia determined. It is 
measured by tbe exchange of one commodity against another, as we say 
that an ounce of gold is worth a ton of iron, the cost of producing the ounce 
of gold being the equivalent of the eost of producing the ton of iron, dr 
the labour on account of the ounce of gold being the equivalent to the labour 
oil account of the ton of iron. 

It is evident t]aat what' is called the standard of value cannot 
affect the operations with respect to value, viz,., its creation by the appliea- 
tion of human labour to matter, its determination according to the limits of 
the cost, of the labour so applied, its measurement by the exchange of one 
commodity against another, except.in so far as-the commodity furnishing, the 
standard appears as an article of. trade, and not- m ere y as the means of 
measurement. 

We must therefore carefully distinguish between value with the foregoing; 
conditions, and the legal notion conveyed the term “ standard of value,” 
as applied to a currency, which declares what particular metal shall afford 
expression of the measure of value, for the convenience of the community. 
Otherwise we may be led into tjie mistake of forgetting that the metal which 
has been selected for a legal tender, has on that account a twofold character, 
as has been already illustrated, -y/s., that it is the basis of a currency, or the 
material of an artificial machinery by which the rude operation of barter has 
been superseded, besides being also an exchangeable commodity of trade. 

In the former, character, a metal when made into coins, measures market 
value in other words, affords the formula of price, whereas its own value as a 
commodity is determined by I hqcost of its production, as compared with other 
commodities. ’ 

If this distim t’ori between the two characters of the metal, chosen by 
th© community for*the expression of value be not resolutely kept before us, 
the on-, viz,, that of machinery, being artificial, and created for our own con¬ 
venience, and -the other, viz., its own value as a commodity being natural, 
we may expect finally to fall into the error of attributing an occult virtue 
to a condition of currency* which is liable to change with the circumstances 
which may render it inconvenient. 

This seems to be a uot inaccurate description of what often takes place 
in the consideration of currency questions. It is not improbable that the 
phrase "standard of value” has more than once been the cause of the 'con- 
fusion and the errors of reasoning, which have arisen from them. 

Objection is thus taken to a change from the legal standard of India 
(silver*, to a gold one, because large liabilities have been contracted by the 
State under the former, and it is maintained that as a matter of good faith, 
as it is called, the public creditor might reasonably demur to being paid under 
any other. 


If such reasoning 1 were to be admitted, it eau but bo on tbe ground that 
silver is viewed as a commodity of trade only, and that its artificial character 
of being the material of the currency' machinery, chosen either expressly or 
fortuitously according to a shifting expediency, is forgotten. 

We must not however permit ourselves to forget the artificial condition. 
Having in the progress of civilization committed ourselves to a system of 
“ Money,” in supersession of one of barter, that is, having organized currency 
in various forhns, having constructed a machinery by which the system of 
« Money” may be carried into execution, w6 cannot permit ourselves to revert 
to a system of barter, in the one item of silver, which is not tolerated in any 
other commodity. Otherwise we should destroy the very ground on which 
a burrency rests, that the so-called standard of value is but the legal 

means of expressing Lnw value is to be measured, and does not itself affect 
value. 

In effecting a loan, the Sfcatfc borrows value as represented by a certain 
number of coins. 

It does not borrow a special commodity of trade, or contract to return 
that same commodity, except in so far as it is the representative of value. 

Thus the money it seeks represents a given value. It actually contracts 
for that value, and receives the money which represents it in the" legal tender 
of the day. But it is because money is the representative of value, and that 
the legal tender is merely the form in which the money is clothed, that the 
State so receives the money in gold or silver, as the case may be.- 

The State does not, and cannot, bind itself never to change the character 
of its legal tender, or expression of measure, which it looks on as liable to 
change like other institutions. Its engagement deals with the value of the 
loan, and not with the special expression of the measure of value, which in 
equity cannot be a matter of consequence either to the lender or the borrower 
if the idea of currency be fairly maintained, and it be not confused with the 
notion of the natural character of the commodity, which has been chosen to 
afford a material of currency or national machinery of exchange. If value be 
left untouched by the change, if there be no sacrifice of convenience in the mode 
of repayment, either of principal or interest; if, on the contrary, the con¬ 
venience of the community be increased by a change in the currency machin¬ 
ery, as caused by a superior portability and economy, it is indeed idle to 
maintain that there is even a semblance of breach of faith with the public* 
creditor. For if we pay the public creditor the full intrinsic value of interest 
and principal of his loan,, whether in gold or silver, he has surely small ground 
of complaint. On the contrary, if there is a greater convenience to himself 
in the fact of receiving, carrying and guarding a portion of gold as compared 
with its equivalent in silver, he is clearly a gainer, if the former be substi¬ 
tuted for the latter so far as a currency is concerned. 

If we paid the public creditor 99 Rupees* worth of gold on account of bis 
loan of LOO silver Rupees, we should defraud him, and he would be right to 
exclaim. But if we pay gold, which is actually equal in value to the hundred 
Rupees, there is no ground on which an objection can be raised, with regard 
to an obligation, created after a system of baiter has given way before a 
system of money. 

The same reasoning applies even more strongly to all obligations of domestic 
commerce,, in which a currency comes into action, and the particular 


legalised money represents value for the convenience of the coirrmunity. 
Although some thinkers may have a difficulty in overcoming the exact terms 
of a State Loan, they cannot find any perplexity when they survey the 
transactions of commerce, it being understood and admitted by all, that the 
given coin or legal tender is simply a device by which the prices of commodi¬ 
ties may be adjusted, with respect to their relative murket values. 

The market values are constantly changing, and they require according 
to circumstances more or lees of the coin of legal tender in the form of price, 
but they cannot he affected one way or other by the character of the legal 
tender, excepting the consideration, that an economical improvement in the 
currency cannot' but effect a certain reduction of charge to the community, 
as we see similar effects from improved machinery in other matters. 

The very fact of the existence of a money system demonstrates that a 
merchant does not contract to receive his dues in One particular form, but in 
any form which may he most convenient to the community ot which he forms 
a part, provided only that he does really obtain those dues ; in other words, 
that the value to which he is entitled is not depreciated with respect to the 
actual present state of things. 

The argument may therefore be summed up as follows :— 

The State not being bound for ever to adhere to a given tender, it follows 
that loans made whether on account of the public or of individuals, aud that 
all transactions of domestic commerce must follow the rule of any change in 
the mode of measuring monetary obligations, which may be demanded on 
account of the general convenience, provided that that change does not pre¬ 
judice real value, that is, that the value of a new legal tender is, at the present, 
absolutely equal to that of the old oue, or in other words, that the currency 
is not depreciated. ____ 

Chapteb IV. 

Further exposure of the fallacy contained in the Breach of faith argument, urged against 
the substitution of a Gold for a Silver Currency in India. 


In considering the question of currency, it is hardly possible to exag¬ 
gerate the importance of the conclusion which has been arrived at in’ the. 
former Chapter, viz., that the State or individual making a loan, in all cases, 
makes a contract for value, aud not one affecting the particular commodity 
in which the legal tender happens fortuitously to exist. 

The view stated in an opposite sense does in fact abolish the idea of a 
currency, and reduces us again to a state of barter. It ignores the represent¬ 
ative character of money, and depends altogether on the character of the 
metal, composiug it, as a commodity of trade. 

Thus to‘take Mr. Wilson’s illustration* :— <( If two men cuter into a 
contract, one to deliver, and one to receive, a given quantity of wheat at a 
distant day, however much wheat may have fallen in price in the meantime, 
the receiver has no right to complain, any more than the deliverer would have 
had it in the meantime risen as much in price. But if the person whose duty 
it was to deliver wheat, finding that it has risen much in price since the con- 








tract was made, sought to deliver barley or some other grain, which in the 
meantime had become relatively cheaper, the injustice of such an attempt 
would be plain. But it would be equally unjust, after a -contract had been 
made in a silver standard, to change fhe.standard to gold, because it was 
becoming more plentiful, and in relation to silver likely to become cheaper/' 

Now in the foregoing illustration, the theory of a currency is entirely put 
out of sight, and with that, omission is coupled another, that the. State in 
fact borrows value and not a particular commodity. 

The illustration of the'wheat is really beside the question altogether, 
because it refers only to a system of barter from which we have been removed 
by a 3ystem of money. 

It is evident that when the contract to pay for the w heat was to be • com¬ 
pleted by offering an inferior description of grain, this could only take place 
by substituting the real equivalent in value, or a larger measure of the latter 
for the former. 

In the same manner, if gold were now to be substituted for silver, it 
would be necessary to find the exact equivalent of the two metals as respects 
Weight and fineness, and in discharging obligations, to see that no deprecia¬ 
tion of value took place to the disadvantage of the creditor, according to the 
state of things as now actually existing. ° ■ 

But keeping in view the idea of d currency, that it is a machinery for 
circulation, and the statement of transactions and prices, there is no good 
reason why we should he irrevocably bound hereafter by an accidental form of 
the legal tender which happens to be in existence now. Otherwise this would 
convert the holders of silver, atid those who were on the credit side of 
obligations contracted in a certain form, into future fortunate speculators 
in a commodity, whereas when their contracts were made, this ifiea did 
not enter into the conceptions either of the creditor or the debtor, the expres¬ 
sion of the contract in the medium having been assumed solely as the readiest 
mode of stating thS obligation, according to the law or custom of the commu¬ 
nity, and not for the purpose of driving a trade in the commodity which 
happens to have been fixed on as the means .of measuring value. 

, If such reasoning as Mr. Wilson’s were to be admitted, when the ques¬ 
tion of substituting a cheaper currency for a more expensive one is considered 
such as silver foe copper and gold for silver, the community would be abso¬ 
lutely precluded from effecting any improvement or.economy io the work¬ 
ing of that particular machinery, organised and maintained by the community 
at its own charges, for the performance of particular functions, which affect 
alike the State and the individual. . 

It would he to create a new vested righ* in .consequence of an accident 
to- bar economy anil the progress of development, in favour of certain portions 
of the public to the disadvantage of the public generally,' in abort, it would 
beio do what has been declared politically and’socially wrong, and therefore 
unwise, in all the great changes which have been executed in England since 
the passing of the-Reform Bill. 

If we guard the pubjie creditor and the private one up to the actual 
moment of making a change, if we guard him from any retrospective oper¬ 
ation, we have done our duty towards, him. But if we legislate so as to give 
the public creditor and the private one an advantage prospectively, in a sense 
which was intended neither by them nor the debtor, we then legislate in 
favour of the creditors to the inequitable disadvantage of the debtors. 


Yefcdf we are satisfied that-silver is-likely to become hereafter relati vely 
clearer, that is-to say, that a change of value is likely to take place by which 
an ounce of silver will at some future time possibly be worth more' than ah 
ounce of silver now is, we are surely bound to consider that the public, includ¬ 
ing what is called the State, as well as individuals, is made up of two large 
classes, the creditors and the debtors. Bearing this in mind, and that all 
monetary obligations have been created for value, and not for the commodity 
accidentally affording the legal tender,- we are further hound, according to 
every principle of equity, to consider the interests of the debtors hereafter to the 
full as much as those of the creditors. We have no more right to increase the 
value of the debt of the former hereafter, by declaring that, for all time, their 
debts shall be paid in coins, constantly gaining a higher value than - that 
originally attributed to those coins, than we should have to declare arbitrarily 
at present, that the dues of creditors shall be discharged in a depreciated cur¬ 
rency, with regard to the actual state ot things. 

It is believed that a judge in equity would not consider the possible pro¬ 
spective value of advantages, which might be speculatively entertained as an 
afterthought by one or two parties to a contract, provided that no reference 
had ever been made to such speculative advantages in the draft of the cove¬ 
nant binding the two parties. 

The judije would consider what was the exact intention of the contracting 
parties at the time the contract was effected j he would insist on the contract 
being completed according to that intention, with regard to actually existing 
circumstances and the due interpretation of the latter as affected by ihe mean¬ 
ing of the covenant, and he would banish from his mind fortuitous conditions, 
.not contemplated originally, and which as yet have no reality in practice. 

If this view be correct, we may adopt it without danger in considering 
the obligations of the public and the private creditor and debtor, with respect 
to the breach of faith argument urged against a substitution of gold for silver. 

The contract of the creditor being really made for value, must be com¬ 
pleted in value as nearly as possible at the present time, hut that value is not 
to be enhanced in the future, because the form in which the monetary ohliga- 
(ion was contracted, is likely to become more costly than it is no\v or when 
the contract-was made. 

Yet. if it he true that silver is to become more costly than, it is at present, 
owing to the supply loping unequal to the increased demand for it in China 
and India, we should really^add to the debts of all debtors, whose debts have 
been contracted under the denomination of a silver legal tender, were we to 
declare that this prospective change in the value of silver is to be entirely 
ignored. Such a resolution would be a one-sided and’therefore an unjust one 
in favour of creditors, whether those creditors are represented by the holders 
of the public debt, or by bankers and other private individuals. 

On the assumption therefore, that the relative value is likely to be greatly 
raised, an assumption however which must be received with the utmost Caution, 
it would seem that so far from there being a breach of faith in introducing a 
gold currency in the place of a silver one, we are .absolutely bound to do so in 
justice and in good .faith to the public at large, unless we would lay ourselves 
open to the charge of regulating our measures solely in favour of certain 
classes, viz\,' creditors, public and private, who lent value under a silver 
denomination, and of the actual possessors of silver. 


It is evident that these classes form but a part of the whole vast public of 
Indi&. 

When we reflect on the argument by which the introduction of paper 
money is justified and eulogised by all writers on political economy from 
Adam Smith to the authors of the present day, of .whom no one has been 
more eloquent and more convincing than Mr. Wilson, it is difficult to repress 
tbe feelings of surprise caused by tlie argument of bad faith as adduced by 
him. 

His argument and that of all others in favour of a paper currency is/ that 
the introduction of convertible Bank Notes ou proper terms, has the same 
effect as" opening a gold mine in the country to the extent of the relief 
afforded by the Paper Currency. 

Thus assuming that the Bank Note Currency of the Bank of England is 
14 millions in excess of tbe coin kept in deposit, for the purpose of meeting 
the liability caused by the convertibility of the Notes, so much metal, , viz., 
14 millions of bullion being released, tbe metal becomes proportionably 
cheaper, in other .words money is cheaper, or the same amount of coined 
money will not purchase so mauy commodities as it would do were there no 
Bank Notes, and were 14 millions of bullion, now set free as a commodity to 
trade with, absorbed in the British circulation. 

Consequently tlie issue of the Bank Notes is a direct disadvantage to the ' 
public creditor, who, having lent value, finds that value depreciated by the 
fact of money having been rendered cheaper by the artificial mine dug under 
his feet. Therefore his 3 per cent, of dividend will not purchase f< r him so 
many commodities, as it would have done, had there been no Bank Note 
issue; 

The like consideration affects all private creditors on account of loans as 
well as all holders of the precious metal. 

We have never heard, of the British public creditor being permitted to cry 
out against breach of faith, because the value of the public debt has been 
diminished from time to time by the development and improvemeutjtof affairs, 
and the machinery used in conducting them, including Bank Note circulation. 

Yet if the argument is worth anything, we must apply it to the introduc¬ 
tion of a Bank Note circulation under the law, by which money is rendered 
cheaper, and the .value originally given for public securities is depreciated to 
the full as much as to any other measure by which » similar result might be 
produced, such for instance as to a^substilution in Iiidia of a gold for a silver 
currency, by which the artificially ’caused extraordinary demand for the latter 
metal might be checked. 

But Mr. Wilson could see no evil in cheapening money, or interfering 
with the value given by the public creditors or retained in deposit by private 
holders, so long as his own nostrum of paper was only concerned. He desired, 
and it is believed rightly, to introduce paper throughout the length aud 
breadth of India for tbe purpose of realising vast masses of hidden metal, aud 
thereby cheapening money. Not a word in this about the public creditors or 
the duty of obligations. But there cannot be a doubt, that if he bad been 
permitted to carry out his plans, admirable as they were, and if his expecta¬ 
tions had beeu realised, his operations would have been attended with similar, 
but far more important results to the creditors in all sorts of obligations, 
public and private, than he attributes as likely to flow' from a substitution of 


gold for silver on account of the assumed eventual greater costliness of silver 
as compared with its present value. 

The truth seems to be, that Mr. Wilson reasoned rightly when he was dis¬ 
coursing on the merits of his paper, scheme, and that he was wrong when he 
talked about the change of gold for silver, as involving breach of faith. 

He was, in the latter instance, seduced from his correct principles, by the 
mistake of attributing to a denomination of value the fact of value itself, and 
he substituted the idea of the character of a commodity for the idea of a. cur¬ 
rency. 

In the former instance, viz., of paper, in which he escaped the difficulty of 
the commodity, however convertible his paper might be, ho remained true to 
the proper theory of a currency. This, as before shown, declares that cur¬ 
rency is a machinery for the easier transaction of all the domestic operations 
of the State and of commerce. The State being thu3 responsible for working 
its machinery, of whatever character, as cheaply as possible, and with the 
greatest advantage and convenience bo the community at large, is bound to 
use paper as much as it can be applied with advantage, just as it would turn 
to its own uses a gold or silver mine which might be found in land in which 
the State has a private property. 

Bat, as already asserted, an ecouomieal reform of currency, by substituting 
gold for silver, which shall give the .community the means of circulation and 
depo'sit at a cheaper rate tbau it has hitherto enjoyed, does actually afford also 
relief not so large, but similar in kind to that afforded by the introduction of 
the convertible Bank Note, if the latter operation is to present all the con** 
Sequences promised by Mr. Wilson, an assumption, be it said, which is open 
to more than reasonable doubt in the case of India. 


Chatter V. 

The double Standard of Value,’’—In practice a single standard alone exists.—Illustration 

afforded by France and the United States. 

Having established the exact meaning and function of the (t Standard 
of Value/'' it becomes necessary to pursue the inquiry, for the purpose of 
fixing the worth of that much vituperated thing a “double standard.” 

It is said that a country has a double standard, when legal tender is 
made of coins in two metals, silver and gold, in payment of taxes and debts, , 
a given coin of the one (viz., gold) being held legally to be the equivalent 
of a certain number of coins of the other viz., silver. 

Metallic money assumes two legal forms. Two metallic media of 
circulation appear, in either of which obligations may he discharged according 
to law, either wholly or in part. 

At first sight, it might seem that, under such an arrangement, two 
means of measuring the value of commodities are then afforded, and that a 
conflict must ensue between the two to the disorganisation of trade. It is 
well to ask if this is so. 

If the two metallic means of exchange were abstractions, like the signs 
for measuring length or weight, they might be jointly retained as mei e means 
of measurement also. No practical inconvenience would result from the use of 



snob two means, but-the labour of reducing the one to the Other-in calculation. 
As, for instance, it makes no difference, whether a piece of stuff is measured 
in French metres or English yards. Price follows on the actual length of 
the stuff, and not on the signs by which that length is represented. In 
the same manner, coins of different denomination, hut of the same metal, 
are reduced from one to t he other, according to the value they actually re¬ 
present, without trenching on any other consideration. When we have to deal 
with things and get beyond the region of signs, the reality of value must be 
dealt with also. Thus silver and gold not being abstractions but exchangeable 
commodities, beside having whatever functions of representation and measure¬ 
ment which may be assigned to them, follow the laws of supply and demand 
like all other exchangeable commodities. This involves variation of relative Tjjdue 
with regard to one another> according to the changing demand for them, 
variation in the means of supply, their conditions of bulk, the cost of transport, 
waste, and so forth. The relative mint value of the two metals may be struck 
by law with the greatest nicety, witli regard to cost of production and 
delivery in the country where the mint is placed, but the Vicissitudes%f pro¬ 
duction, and the necessities of commerce, including currency, are ever causing 
slight variations between the market values of the two, 

It then becomes a matter of calculation to creditors and debtors, as to 
which particular metal will best suit their respective purposes, when all such 
elements qf value have bean taken into consideration. It will not be forgotten, 
that in' these elements a-re comprehended the considerations of eqonomica'1 
machinery already illustrated, through which an actual economy of the national 
capited takes place. Others of* a not dissimilar character will be adverted 
to hereafter. ' * 

When two metals are engaged in a currency, the principle displayed in 
Chapter II comes naturally into operation. That metal which asserts its 
superior cheapness as the material of machinery, for carrying on the transac¬ 
tions of exchange, excludes the other from circulation. 

If a currency in one of the two metals can be carried on more cheaply 
than in the other, the former will be preferred., although the original cost in 
producing each of the two is the same. 

This consideration affects all alike, both creditors and debtors, because 
the precious metalc absorbed io a currency, are so much of the capital of a 
country, which is devoted without interest by the community, to savfc it from, 
living in a state of barter. 

The relative value of the two metals, taken as commodities and not as 
mere means of measurement, is carefully weighed, and according to the price 
of the metals as fixed by the value of other commodities, or we may say by 
the cost of production as involved in the labor expended for that purpose, 
will the choice he. made by the payers of taxes and debts, as to which of 
the two metals shall be their medium of payment, or in which of the standards 
payment shall be made. 

If it bo cheaper to the com reunify to maintain a currency in one metal 
than it is in another, when both have been launched on equal terms, this 
circumstance musk re-act on them as commodities, and make the former 
the preferable means for the discharge of all obligations. It thus becomes esta¬ 
blished as the medium of exchange and deposit, whatever may be the law about 
the standard of value, or the double legal tender. 


Tims when there is a so-called double standard of gold,, or. silver or to 
speak more accurately, a double legal tender, if it be more profitable to the 
community at large to pay in gold, payments will certainly be made in it to 
the exclusion of silyer, notwithstanding that the latter is equally a legal 
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trade. No variation of prices took 'place in other commodities, no inconven¬ 
ience tvas experienced in measuring values. 

The public debts and all other obligations were not held to have been in 
any manner affected by the circumstances, the mint value of the new gold 
dollar having been made as nearly as possible equal to the original mint value 
of the silver one. The money made of gold represented value generally to 
the satisfaction of the public, according to the idea it had hitherto had of value 
•in the silver form, and the gold money was oheaper to the public as such a 
representative, than its equivalent of silver could have been, on account of the 
much greater bulk, weight, waste, and expense of coinage of the latter. 

Thus it is seen in practice, how other things being equal or nearly so, the 
question of tender, and therefore finally of standard, is determined by the 
necessity of following the simple rule of economy, which guides the conduct of 
all manufacturers and merchants in the transaction of their business. It is said 
that the question of standard is finally resolved by the instance afforded by 
the United States, to which 1 will now allude, though it may be necessary to 
dwell on it hereafter. 

Thus by the law of 1849 in that country, a step forward was made to¬ 
wards the substitution of gold for silver by the introduction of golden dollars, 
a certain weight of coined gold being estimated .and legally declared to be 
equal to the original silver dollar. 

In 1853, although no legal objection was made to the discharge of the 
largest obligations in full weight dollars, the silver coinage required for daily 
petty transactions was by depreciation legally reduced to the rank of a token 
coinage. Payments of more than five dollars could not be enforced in the 
to lien coinage according to law. This change was made as a matter of con¬ 
venience. The national reserves had come to consist almost entirely of gold. 

Perhaps it may be well to mention that a token coin merely means a 
metallic Bank Note; thatxis to say, that a certain coin (say of silver) is 
authorised to stand for more than its weight of silver, and therefore to be a 
sign of value which it does not itself possess. Ibis is the case with the shil¬ 
ling. To prevent traffic in token coins to the derangement of trade, a legal 
tender of shillings does not exoeed 40. Beyond that sum payment must be 
legally made in gold in England. 

In the United States so much of the old full weight silver coin had been 
absorbed as a commodity of trade, as to put the community to inconvenience 
in the execution of potty daily transactions. 

The substitution of gold for silver on account of the larger function* 
having become complete, the necessity of consulting daily convenience was 
felt and acted on in the matter of silver coins of small value, as had been 
previously done in Great Britain. 

It was no longer required for the national convenience, that the silver 
eoing current for such purposes should possess the intrinsic value ox which 
they were the signs. The function of representation of value in the national 
reserves having been finally assumed by gold, it was evidently to the interest 
both of the State and of the individual, that no more of silver should be 
absorbed in daily petty commerce than was absolutely indispensable. 

Consequently in 1853, the legal tender of the United States was 
practically reduced to a single one, the double standard of silver and gold 
being thus brought down to a single one of gold.. This does not seem to 


have been absolutely stated in words. II any one had oeen unwise enough 
after that date to present his full weight dollars in payment of large obliga¬ 
tions instead of exporting them, there was nothing in law to prevent him. 

With the two examples of Prance and the Untied States before us, ^we 
can thus hardly resist the conclusion, that as a matter of pure economical 
soience, a battle about a double standard is a somewhat unnecessary contest. 
For whatever we may proclaim regarding a legal tender ot two metals in 
discharge of obligations, the facts of payment and deposit settle on one ot 
the metals, to the exclusion of the other from the currency. two metals 
be declared to be legal tenders, but one will he tendered practically, the other 
gradually subsiding from circulation, being absorbed in domestic manufacture, 
boarded, or exported, as may be found expedient by individual interests. 

With regard to what may he further expected, or what may actually 
take place under the double standard, or when a twofold metallic legal tender 
exists, we must again advert to the fact of the exchangeable value ot the 
two metals. 

Thus it is absolutely necessary in the interests of commerce, and of the 
community, that there should, be but one measure of value, whether or not 
there be a double metallic legal tender. This is so fully recognised in 
practice both by Governments and subjects, that we find in the countries 
where such double tender exists by law, that but one denomination of com, 
of one metal, is admitted into the calculations of value. This is seen in the 
transactions of trade and of the Revenue. Ihe nominal value or the paioi- 
cnlar coin remains as a fixed quantity, and is the recognised measure oE value, 
in the face of the legal twofold metallic tender. 

All accounts are kept in it, whether of the public debt or of private 
obligations. Thus in France the Silver Franc has retained the denomination 
of the treasure of value, although, as abovementioned, the legal tender admits 
of silver and gold, and that the gold has practically driven the silver out 
of circulation. 

The price of the gold is thus determined by the value borne by the silver, 
at the time that gold asserted itself as the best medium of circulation. All 
transactions are still measured under the old silver form, though the pay¬ 
ments are actually made, and deposits are maintained in the gold equivalent. 

The interest of the public debt is paid in gold as being the equivalent of 
the silver which is due according to the actual terms in which the contracts 
for the loans were actually conceived. 

, Thus it may he said, that any possible or prospective change in the value 
of silver is banished from view, and that the value of silver only is considered 
by the legislature and the community, as it stood at the date when gold was 
poured over the country in supersession of the old silver coinage. 

The French have not as yet advanced beyond this point. They have not 
as yet localised and fixed what has actually occurred, in accordance with the 
principles which have been stated. We remark a curious phenomenon: the 
titular standard and measure of value have alike maintained their position in 
silver, notwithstanding that the money of the country has for the most part 
become wold. In this manner, have discussions with regard to the Public 
debt and the breach of faith argument been successfully disposed of. 

Names have been retained, while legal equivalents declared with the 
utmost nicety of calculation, have changed the face of the money or 


representative of value throughout France, without iu any way affecting 
prices, obligations, or interests, of any kind whatsoever. Consequently it 
may oe said that the real Franc of the present day is the golden equivalent 
of the silver Franc of the year 1850, just as we have seen that, in the 
United states the golden dollar, in which all the reserves and currency are 
maintained, is the equivalent of the silver dollar of 1849. The comfort of 
the communities of both countries, and the economy of their capital, have 
fthke benefited by the reform operated, according to their progress and increas¬ 
ing wants. 

Xliio as already said, the TJnxted States have proceeded one step further 
than the French, and by the introduction of a token coinage for sums less 
than a dollar, have fixed their gold currency by law. 

It is probable that the gold currency of France is practically as much 
fixed ae that of the States, but it would be well if she also were to have 
recourse to a token silver coinage, according to the example set by ourselves 
and followed by the United States. 

■We may fairly say, that both France and the United States have 
exemplified in practice what has been maintained with respect to value, and 
the monetary obligations consequent on a particular form of metallic currency, 
the said obligations being contracted for value, and not for the metal or com¬ 
modity in which the currency is cast. 


Chapter VI. 

Effect of the Demonetisation of Gold subsequent to the Gold discoveries.—Breach of Faith 
towards those on the debit side oi obligations thereby involved. 

It is necessary once more to refer to a definition. 

The money absorbed in a currency, whether it be actually floating in the 
course of daily exchange, or in deposit for the purpose of inearing the con¬ 
vertibility of Bank Notes, and of meeting the balance of trade, is To much of 
the capital of a country which a community estranges from the ordinary 
processes and profits of manufacture and commerce, for the easier transaction 
of its business. 

This absorption of capital takes place in a special form, viz., in a certain 
metal, or in metals which have beeu produced or imported in exchange for 
other commodities. 

I he absorption ot a particular metal for the, special purpose of money, in 
other words, of metallic currencies in the several communities of which ’the 
world is made up, causes a larger demand for the metal or metals generally, 
than would be the case, if these metals were not so used, that is to sav, 
they were required only for the purposes of manufacture, jewellery, and’ so 
forth. 

Many hundred millions of gold and silver are absorbed in the function of 
representing value, which would be available for other purposes, if it were not 
more convenient to retain them for that particular one. 

The metals arc therefore produced in great quantities, to meet the 
demand on account of this particular function of representing value, which 
is known as metallic currency, the metals employed in it being intrinsically 
worth the value they represent in the form of coins. 




The further conclusion is then, that a muoh larger production of the 
metals takes place on account of the several currencies of the world, than 
would occur if those currencies did not exist. 

Consequently, as to make the money of a community of particular metals 
causes a greater demand for them, and therefore increased production, so, 
suddenly and arbitrarily to drive one metal away from the function, for which 
amongst others it was largely produced, cannot fail to affect its value, as 
shown in market price, till the absorption and waste of manufactures have 
again given a stimulus to the production of it. 

Further, this operation on a mecal hitherto used in a currency, called 
demonetisation, in favour of another metal, which is retained, is liable to 
render the former cheaper and the latter dearer. 

Such a result may he counterbalanced by other causes, but in the absence 
of such other disturbing causes, it could not fail to follow. 

The ultimate practical consequence of sudden demonetisation of one o£ 
eucli metafe, is that owing to the cheapening of the demonetised metal, it 
leaves the country where it has been so cheapened, or it is hidden away, iu 
the hope of better times coming for it hereafter. 

The production and importation on account of that particular country 
ceases, except for manufacturing purposes. 

If not compensated for by the opposing action of other countries, we can 
conceive without fear of error, that production, of the demonetised metal 
would altogether cease, till the absorption and disappearance has occurred 
through manufacture and waste, till the reserves previously held had been 
finally exhausted in it. 

This having taken place, the value of such a metal would again rise to 
what it about formerly possessed, relatively to other commodities with regard 
to the cost of the labour expended in its production. We have seen that in 
France and in the United States, silver has been gradually but practically 
demonetised iu recent times without shock to existing interests, as it had 
been previously in England. 

It is unnecessary to remind the reader of the extraordinary wealth of 
those countries and of the productive power of their respective communities, 
as compared with all other countries and communities in the world. The trade 
and the production of them has been increasing at an accelerated ratio since the 
termination of the great wars in 1815. Leaving England out of the question, 
as having effected her currency reform before the gold discoveries, we may con¬ 
tent ourselves for the present with the consideration of France and the States, 
with regard to the subject before us. 

Their enormous wealth and trading power demand a great mass of metallic 
currency and reserves, and the demand is ever increasing with the progress 
of their development, the daily augmenting multiplicity of the engagements 
and obligations they have to meet. 

For as the trade of a country and its capacity for production increase, so 
also does its demand for metallic reserves. 

The reserves of Fiance and of the United States must, as a matter of 
course, follow such a very simple and obvious rule, and we have evidence of it 
in the enormous gold coinage of both countries, 

u 'Z 


. latter fact shows besides, that their reserves are now held in gold 

ijif-uat o ia si ver, or part silver and part gold, as iu former times. In these 
cueumstances, and in the fact of the increasing wealth of Great Britain. 

ranee, and tae United States, we find a chief reason, why the value of gold 
Las been but little affected by the gold discoveries, and the extraordinary pro- 
antecedent ^ ^ ag taken place in recent years as compared with times 

1 j\ as iT iS doU * *? ® om . e otht ' r countries, gold had been artificially deraon- 
etiwd by 1 ranee and the United States, subsequently to the gold discoveries, 
the result expected with much alarm by some economists and Governments 
would probably have ensued. It is certain that, according to the amount now 
producible in the known mines, silver could not have continued to supply the 
currency and reserves of those countries amid their great development, with- 

modS e r ’ a0Minary m itS Valuej as 00m P ared with gold and other com- 

Had then those countries been as ill-advised as some others, ifc is really 
true that silver might possibly have taken the place of gold, and all loans and 
0 including public debts, nominally payable in silver, would in such 

liEiV6 been doubled, perhaps^ ti’ebledy in value* 

ma ? K e ^ id f he ?' > ha J the course P ursued by France and the 

' 1 te^ es > and by England, in the matter of metallic currency, has saved 
the world from a great revolution in the relative value of the precious metals, 
and :rom the evils which could not fail to have followed on such a revolution. 

On the other hand the conduct of other Governments, which acted under 

lugs of alarm, and from incapacity to grasp the reality of what they v/cre 

their fear 3 Cal<mIated to oause the d master, which was the object of 

In the countries under such other Governments, the fact wan overlooked 
that to demonetise gold, which had hitherto been used in,aid of a silver cur- 
rency, was to add to the effects of the change caused by the gold discoveries: 
in the absence of compensating foreign causes, to degrade the value of gold by 
arbitrarily reducing that demand for it, which had hitherto had the sanction 
oHaw and cuscom : to deprive it of the principal functions on account of 
which heretofore d had been largely produced, viz., the functions of currency 
and of deposit, of forming part of the national reserve, wbethei in the public 
exchequer, or m individual hoards. * 

I bus was gold reduced in those countries hastily and arbitrarily to the rank 
of a mere commodity of trade and manufacture, instead of being permitted to 
be the agent oi vast operations involved in the character of being a legalised 
representative of value. & G 

In addition, therefore, to the mines discovered in California and Australia, 
gold mines were artificially created by the inconsiderate conduct of the Gov¬ 
ernmentsalluded to. To the best of their ability, these Governments poured 
^oita on she world the gold hitherto absorbed iu their metallic currencies* or 
condemned it to idleuess, when they degraded it from use in their domestic 
exchange, that took piaee which has been stated as certain to occur in Ihe 
absence of disturbing causes. Gold was relatively cheapened as regards silver 
its price being determined by the artificial value communicated to the latter. 

For the value of silver could not but be proportionally raised, with regard 
to the amount of that metal existing and annually produced in the world being 



oailed on to perform the great function of money, or of representative o£ 
value, which had hitherto been divided between silver and gold. 

The consequence was, that in all the countries adopting this course a posi¬ 
tive injury was done to the community generally, and to all debtors, because 
the repayment of obligations from the date of the legality of the gold tender, 
being denied, had to take place in silver, the value of which had been thus 
artificially and arbitrarily raised, that being subsequent to the date on which 
the c >ntraet of the obligations had been made. 

This injury was to the detriment of the State in its character of debtor 
as it was to all other deb tors. 

It was a successful speculation in favour of the fundholder and of all credi¬ 
tors. It was also a successful speculation in favour of all those who happened 
to possess hoards of silver metal, while it was the contrary to the holders of 
gold, it being understood that disturbing causes of the counter operations of 
wiser governments are put on one side, while the question and its conditions are 
stated with purity arid absoluteness. 

Under such circumstances, there is small room for surprise that silver 
should rise 5 per cent, in value, which may be fairly attributed to the conduct 
just illustrated, and not to the new production of gold. 

We can only be thankful that it did not rise stilt more, a circumstance 
which, as above shown, can only he accounted for by the wise conduct of the 
three most wealthy and actively producing communities in the world, those of 
France, the United States, and Great Britain, and by the fortunate era of 
peaceful progress and of national development in which that conduct, took 
place. 

The progress and the development of these countries were sufficient to 
prevent any but slender change in nominal Value on account of the increased 
production of gold, and their conduct was almost able to obstruct the mischiev¬ 
ous regulations of other Governments, which tended directly to raise the 
value of every debt, public and private. 

We cannot then resist the conclusion that the conduct of the Governments 
of Holland, Belgium, and India in this matter, which has beeu mentioned in 
terms of commendation, as being an useful experience by a great authority 
(the late Mr, Wilson), it being called by him an act of great caution, was in 
fact one of inconceivable rashness. 

He eavs that “before the gold discoveries, silver was rarely so low as is. 
lid. the ounce; sinee, it has seldom reached, or at least exceeded, 5s. 2d. the 
ounce, but under the apprehension of a fall, the Government of Holland, 
proverbial for its caution, was the first to take alarm, and having then a cir¬ 
culation of both gold coins and silver coins, which were a legal tender at a 
* fixed relation to each other, they demonetised the gold coia, leaving silver, 
the ancient standard, the only legal tender.” 

Thus Holland, it appears, merely under an apprehension of a fall, and not 
because a fall In the value of gold bad occurred, was the first to set the fatal 
example. Holland was the first to create an artificial gold mine 6o aid the new 
Californian natural mines, in changing the relative values of gold and silver, 
in fact, to cause the very evil it professed to dread, and doubtless did dread. 

The example was followed by another small but very rich country (Bel 
gium), India under the British Government did the like, aud gold, which 
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from time immemorial had been coined for circulation and reserve by all the 
Governments which preceded ours, was made suddenly to cease to form part 
of the British Indian currency. 

The inevitable consequence was soon seen. The price of silver being thus 
unnaturally forced in other countries, while it remained at its natural value iu 
France, the United States, and Great Britain, according to the commercial 
law which enjoins all traders to sell things in the dearest market, and to buy 
them in the cheapest, silver forthwith began to flow to the market where it 
could fetch the highest price. 

I would ask leave, in considering this important matter, notwithstanding 
the fear of repetition, to refer again to the points involved in the value of 
obligations being increased, by the sudden and arbitrary demonetisation of gold 
in the several countries where it occurred. 

I would also request that the facts of value, as applied to obligations 
(public and private), may bo borne iu mind, the deduction from them being in 
the present instance, that to demonetise gold arbitrarily and summarily, to 
order that silver only shall perform the functions of metallic money, is to in¬ 
terfere with value as it has been hitherto determined in respect of silver, to 
give a high price artificially to silver, and then to rule that that high price 
shall stand in the place of intrinsic value, as measured by the cost of produc¬ 
tion, Consequently an artificial high price replaces the natural price at. which 
silver was estimated, when it was selected by contracting parties to represent 
value in mutual obligations between debtor and creditor, it being the fact that 
the particular metal was only the representative of valne, and was not itselia 
commodity of trade, iu which either party was driving a speculation. 

These considerations are peculiarly important when we consider the public 
debts of countries, money obligations connected with the mortgage of laud, 
etc., etc. 

There cannot be a doubt that in all the countries in which gold was arbi ¬ 
trarily demonetised, the public debt in those countries having been contracted 
under the denomination of one of the forma of legal tender, while two were 
admitted in the currency, the operation took place for the benefit of the holders 
and the detriment of the tax-paying public, in exact proportion to the rise in, 
the value of silver, viz>, about 5 per cent. 

If they sold 100 Rupees of their stock, they received value which was 
equal to five Rupees more than they had original ly lent. 

Their dividends from henceforth w»re 5 per cent, more valuable than they 
bad contracted to receive, although the nominal interest was the same. 

All mortgagees, all holders of policies in life insurance, in short, all credi¬ 
tors in monetary obligations made antecedent to the demonetisation, received a 
like benefit, to the positive detriment of the debtors. • 

It is really pleasant to observe that, with regard to the breach of faith 
argument, that which has been most erroneously used against a substitution 
of gold for silver, might have been, indeed ought to have been, if the nature 
of value is fairly considered, urged with firm and honest purpose against the 
operation called a measure of caution by Mr. Wilson. 

It is certainly true that the fundholders, the creditors, and the holders of 
silver of the time in the countries referred to, exercised the caution which 
makes laws and regulations to enhance the value of existing property, in 




otber words, which legislates iu a pnrelv selfish interest to the detriment of 
the public at large which pays taxes, and of the huge class of debtors, in¬ 
eluding what is called the State. 


' Chapter VII. 

" ' * 

Justice can alone be done to the community of India by the introduction of a gold legal 

tender, and the consequent prevention of rise in the value of silver—-Effect of the rise 

in value oil Silver on the very poor. Instance afforded by the incidence of the salt 

Taxes,— Loss caused to Iudia'by the compulsory importation of Silver. 

Amongst other arguments which have been used against the introduction 
of the gold legal tender, we have been told that a great injustice am¬ 
ounting to robbery would be inflicted by it on the ryot, or cultivator. It is 
asserted by some that the proposed measure is meant to add to his difficulties, 
and it has been dubbed confiscation on such an account. 

The assertion is a seducing one to some minds. It is indeed but are-sfcafo- 
ment of the breach of faith argument with a dash of sentimentalism infused, 
for the purpose of attracting the support of the British philanthropist. 

It may be fairly said that the truth is exactly opposed to the assertion, 
that justice can only be done to the ryot, and to those who are lower 
down in the social scale than he is, by reverting to a gold currency. 

It has been shown that, putting disturbing causes aside, an arbitrary and 
absolute demonetisation of gold must of necessity raise the value of silver. 
Consequently such an operation is directly disadvantageous to all debtors 
•whose obligations were contracted prior to it. 

Such demonetisation is also disadvantageous to all who are bound to make 
payments of given sums at regulated periods according to ancient contracts. 
For the sake of argument we must assume that the rise in the value of silver 
with respect to that of gold is the same in India as it is declared in the 
markets of Europe, although that perhaps is hardly so. Thus, if silver is now 
worth &s. an ounce instead of 4 g. lit?,, as was the ease in Europe in for¬ 
mer days before the gold discoveries, and before gold was absolutely demone¬ 
tised in certain countries, every obligation contracted under the national 
denomination of value, vh. 3 the Rupee, before the changes adverted to, is 
practically worth about lid. more iu five shillings, or something like & per 
cent., than it would have been had no such changes taken place. 

Consequently, all leases, mortgages and public debts impose this disadvan¬ 
tage on those who are on the debit side of the contracts made prior to the 
operation referred to. Such parties^ counteracting causes being put on one 
side, of which notice will be taken hereafter as affecting India- are actually 
now paying about 5 per cent, more of value than they contracted to pay, 
because they are compelled arbitrarily to pay their dues in a metal, the market 
value or selling price of which has been artificially raised 5 per cent, by the 
absolute demonetisation of gold ,* 

Let us examine how this circumstance acts on the ryots of India. 

# P,e it said in passing* that for the sake of the argument I am obliged to assume that the 
popular demonetisation of gold nab been really as effective in India as the laws and the regula¬ 
tions would have made it. It will be seen inn, following Chapter that this is by no moans the 
ease, and that there is consequently reason to believe, that India has in a great measure escaped 
the evils of that demonetisation, as affecting the relative values of silver and gold. 









la the first place, the land re von ups of India being in the nature of rent, 
the State landlord receives 5 per cent, more of value than he intended when 
he contracted for the rent of his lands, or in other words settled the assess- 
ment of the land revenue. 

In Bengal, this settlement, made in the last century, was a permanent 
one. Therefore in Bengal, the essence of a permanent agreement has been 
invalidated by the fact of a circuitous arrangement, one altogether out of the 
minds ‘of the contractors or both sides to the settlement when the settlement 
was made, that is to say, other disiurbinsr causes boing put on one side, the 
permanent landholders of Bengal now pay 6 per cent, more of value for their 
land than it was originally intended by them and Lord Cornwallis that they 
should pay, or than they did pay for more than half a century after that 
settlement was made. 

In the North-West Provinces and in Bombay the settlements ate not 
permanent, but run for thirty years. 

In the North-West Provinces the settlements were generally effected 
after the Act of 1836,* but before the treasuries were ordered not to receive 
gold in payment of revenues. 

The rents were therefore fixed in a great many instances before the value 
of silver could have been affected by the gold discoveries, and its price raised 
by them. Consequently, until the settlement comes to a close, the older 
lessees or payers of revenue under the thirty years’ settlement of the North- 
West Provinces, are affected similarly to the permanent tenant of Bengal. The 
land settlement of Bombay, which is still proceeding, seems not to have been 
commenced at so early a date, but the argument must also partially apply to 
that Presidency. 

It is obvious, therefore, that, so far as rant is concerned, all obligations 
contracted between the State landlord on the oDe side and the tenant on the 
other, which are older than twenty years, are discharged according to a notion 
of the value of the rupee, which was nob intended by either of the contracting 
parties, and which is to the direct advantage of the tenants. Let it be re¬ 
membered that these tenants are the classes on whom most of the direct taxa¬ 
tion of India is made to fall.f 

Whatever may be our opinion of the policy of the immemorial system of 
State landlordism, for raising the funds required for the .functions of Govern¬ 
ment and administration in India, it is clearly wrong and unjust to add to 
the burthen indirectly. Yet this is exactly what has been done by the course 
pursued with regard to gold and silver in the currency of the country, in 
disregarding the fact that a certain idea of value was originally contemplated 
by the lessors and the lessees, and not the actual commodity or metal •, in 
other words, the special form of money, in which that idea was for the time 
nominally represented in contracts. 

In addition to the difficulty stated with regard to the contract made with 
the State landlord, we have the further facts of the indebtedness of a large 


# Act*. XVII of 1885, This Act determines tho silver and gold coinage, and establishes equi¬ 
valents of respective values. It also enacts that gold shall not be a legal tender* 

+ This is not said in depreciation of the Indian system of land revenue, which I believe to 
he a most padeefc engine of raising money for State purposes, when it comes down from ancient 
times, as is the case in India, and is not arbitrarily applied as a novelty, and therefore a tax. In 
the former it is strictly rent, in the latter it is an impost which mayor may not be equitable, 
with regal'd to the burthens placed on the olasses connected with the land. 






proportion of the Indian land owners and ryots, under whatever name they 
may exist, towards bankers and others. This state of indebtedness is not- only 
general, bat is also in a vast number of instances of very old standing-. It has 
come down from generation to generation, and is transmitted from father to 
sou, the security being ns the form of mortgage. 

Here again the mortgagee profits, as it has been shown that the State land¬ 
lord profits by the arbitrary elevation given to the market price of silver, by 
the demonetisation of the gold. 

Again has the burthen of the indebted ryots and of the indebted possessors 
of land been artificially and circuitously raised. 

It may, therefore, be said that in the matter of change of value in conse¬ 
quence of the absoute demonetisation of gold, the great landed interest repre¬ 
sented by *he ryots or tenants under other names, and by the indebted free¬ 
holders of India, stand with regard to the breach of faith argument in the 
same position as tbe State, when the latter is viewed as a debtor on account of 
such portion of State debt, as is more than twenty years old. 

In the character of a debtor, the State is unfairly prejudiced. 

In its character of a landlord it obtains an unfair advantage in Bengal 
with regard to the permanent settlement, and in the North-West Provinces 
with respect to the thirty years’ settlement inaugurated by the late Mr.. 
Thomason. 

If even there Jhad been no counteracting causes to bar the effect of the 
legal demonetisation of gold, it is possible, perhaps indeed very probable, there¬ 
fore, that so far as the Public purse, the Exchequer, is concerned, ono of the 
circumstances neutralises the others. 

In like manner, assuming the rise of the value of silver to be a fact for 
the sake of the argument, it, is by no means improbable that the teuants or 
ryots who are wealthy and follow the national instinct of boarding, have found 
a'compensation for the increased value of the rents they pay, in the increased 
value of their savings. But the indigent ryots who were not what is called 
! < before the world ” when the value of silver was raised, who have to pay 
the interest of mortgages contracted by their fathers or by themselves, have 
no such compensation wherewith to mitigate tbe additional burthen inflicted 
on them by the artificially effected increase in the market value of silver. 

It is therefore evident that any measure which tends to arrest the rise in 
the price of silver, to cause the value of contracts to be appreciated, as apart 
from the arbitrary augmentation of price of a particular metal which happens 
to be the legal tender of the day, cannot but be an unmixed advantage to 
the vast tenant interest of India, from which come the great bulk of the revenue 
of the country in the form of a rent paid to the State landlord. 

There are other numerous classes besides the ryot and the indebted land- 
owner, which have a right to demand that the value of the silver rupee shall 
not be artificially raised. 

It is far from my wish to reflect on the financial system of India, The 
improvements which have been made during the last half century, the aboli¬ 
tion of transit duties, the reduction of the rates of land assessment, the abate¬ 
ment ot customs duty on articles of first necessity, are all evidence of the 
spirit by which the Government of India is actuated and of the right course 



in -which it is moving. Difficulties present, themselves with regard to raising 
the necessary revenue which impede reforms otherwise desirable. 

Tt is on such account, we may presume, that the salt taxes which are 
condemned on principle by the most enlightened Governments of Europe, 
still find a place among the imposts on which reliance is placed by the Indian 
administration. The effect of the salt tax on the very poor is, as it is we!i 
known, of a most serious character. Thus, it is not too much to say, that 
people of this class, in order to support life, to prevent themselves from being 
slowly poisoned by the scanty farinaceous food on which they subsist, must 
spend a large portion of their incomes on the purchase of salt. 

The salt must be paid for in the legal tender of the day or in silver, a 
<»reat part of the price of the salt being a direct tax to the State. The poor 
man like the rich one cannot escape a physical law. Although his income 
may only be from 8 to 4 Rupees * or 6 to 8 shillings a month, his health 
requires that he should consume as much salt as the man of large fortune. 

It must therefore be admitted, that although the salt revenues may be 
levied either in the form of Excise cr of Customs, they do in effect constitute 
a Poll tax on every man, woman, and child in the country, simply because 
salt is a necessary of life. 

It is then evident that any measure which conduces to raise the value of 
silver artificially in which, as at present ruled, taxes can alone be paid, forms 
an addition to the Poll tax which is levied on the enormous masses of the 
Indian population. 

Perhaps it will be said, that all disturbing causes being put on one sice 
silver being assumed to rise in value as is feared, the rupee received by the 
very poor man as wages will rise proportionately in value with that portion 
of the rupee paid away by him as a tax on salt to the State. Thio is true, 

but we may be quite sure that if the value of silver with regard to all other 

commodities were to rise, the actual rate of wages as represented by the 
number of rupees paid for labour, would sink as the value of silver rose. 

It is not perhaps likely that such a consideration would influence the scale 
of the salt taxes, unless it had been determined to revise the financial system 
and to abolish salt duties. 

On the contrary, we kuow that actually while the price of silver has been 
affected in European markets by the demand of importation to India, it 
being believed by many, however contrary :t may be to fact, that the value 
of silver in India was also rising, the tax on salt which according to the 
legal tender of the day must be paid in silver, has been raised. 

' I mus t again guard myself and bring to mind that for the sake of the 
argument the facts of silver and gold only have been considered, the effect 
orf the former by the absolute demonetisation of the latter, being alone taken 
into account in answer to objections offered to the proposed reform. It will 
be seen, as the inquiry is prosecuted, that both metals, gold aud silver alike, 
have of late years sunk in value in India about pari passu. Consequently, 
both the payer of rent and the payer of salt taxes are on this account better 
off than they used to be, with the exception of persons living on very small 
fixed incomes—a considerable class in the town and village communities of 
India, 


'« guci, a i 0T . : v ft te of wages is now much leas common than it used to ie. 







Before quitting the subject of justice to the community as involved In 
the proposed reform; it is well to advert to that which is so clearly stated in 
the memorial of the Chamber of Commerce, viz., “ that while silver must be 
transported to a great distance, and reaches India burdened with heavy 
charges, gold may he cheaply procured from neighbouring countries,” 

From this follows a prejudice to India, because silver being burdened with 
snob heavy charges, cannot be re-exported without loss, much of its reproduc¬ 
tive power being thus lost to India. 

It is further pointed out in the'same memorial, that India, instead of being 
the last recipient and the absorber of silver, would become the first importer 
and distributor of gold, if her currency were put on a reasonable footing. 

With regard to the facts of India being a producer of manufactures as 
well as of raw commodities, both the former and the latter being available for 
direct export to the gold-producing countries, it seems clear that a positive 
injustice is clone to the Indian community by permitting a state of things 
to exist which unfavourably affects the value of gold in India, and compels 
large importation of silver when gold would otherwise be preferred. 

. There can be no good reason to compel the precious metals to make the 
journey from Australia round by London to India, instead of corning direct 
to the latter country. Vet that is what to a certain extent necessarily takes 
place, and which throws heavy charges on the metal ordained as a legal 
tender, viz., silver. The gold of Australia must go to London to be exchanged 
for silver, which is then sent out to India after being bought at an artificially 
high price in Europe and the United States, The European markets are the 
middlemen, who obtain their profits on the silver sent to India to restore the 
balance of trade. 

Those profits are mus a partial deduction from the profits which would 
otherwise accrue to India herself. It is evident that this is neither more nor 
less thau a grievance, seeing that the proceeding is arbitrary and artificial 
and not demanded by the natural wants of commerce. ’ 

It may be argued that the present extraordinary state of things cannot 
last, and that India will cease to be such an importer of the precious metals 
as she now is, when the supplies of cotton from different parts of the world 
shall have become equal to the demands of the several markets of Eurooe and 
America. v 

This may be true to a certain extent ,* but so long as India is a n-reat 
producer of raw commodities and a considerable manufacturer, and until the 
masses of her people have so changed their habits as to become a. r eat con¬ 
sumers of European productions, we must understand that the balance of 
trade will continue to require a large annual importation of the precious 
metals. Let it bo remembered that her powers of production, her canaeitv 
for manufacture, and her determination to avail herself of the profits of foreign 
commerce, are daily increasing, while the change of habits and customs 
involving a demand for European commodities to which the Indian mind is 
not yet habituated, cannot but ba a matter of very slow growth. 

I have heard it said in answer to this argument, that the trade of India 
with Australia being as yet slender, to import gold direct from the latter to 
the former iu large quantities is at present impossible. We may, however 
believe, that mercantile ingenuity would overcome any difficulty of execution' 
which stood m the way of buying gold cheap at the mouth of fcho mines 




instead of when it is burthened with the cost of freight by a journey to 
London. 

Thus if A, an Indian merchant, exports his cotton to Bin England,B may 
send cloth to C in Australia and'make his payment to A in India in the form 
of bills drawn on C in Australia, which would be discharged in gold. That 
gold is I believe worth about £3 15s. in Australia instead of £3 17s. 10<7. the 
price.of the Bank of England, to which it rises in the European markets in 
consequence of freight, etc. 


Chapter VIII. 

The Introduction of a Gold Currency into India is urgently required as a /natter of con¬ 
venience and economy to the people at large.—A. Paper Currency inoperative, owing to 

aoeial causes.—Ttie introduction of a, Gold Currency demanded by the same social 

causes. 

We now proceed to other considerations. 

It is believed that the justice of any measure, including the gradual and 
partial demonetisation of silver, which may prevent the further upward move 
of the market value of silver, or its selling price, has been fully proved. 

We have now then to discuss those other parts, of the question which 
have been already generally stated iu the second Chapter of this treatise, 
vid-t the convenience to the people, the superior economy proposed by an 
arrangement which shall include gold in the currency, as compared to the 
charges and want of comfort to which they are at present exposed. 

With regard to mint operations, to economy of manufacture and adminis¬ 
tration, and to the saving of waste of material, and therefore of the national 
capital, by substituting generally as means of circulation and deposit, the 
more costly metal, gold, for the cheaper one, silver, it is unnecessary to 
recapitulate the arguments by which this part of the subject has been already 
illustrated * 

But when we come to consider the questions of porterage of coin, and of 
preserving in security the saving of the poor and of large sections of those 
elevated above poverty, we touch, a subject intimately connected with the 
Bocial habits, and the imperfect civilisation of the people. 

Let us reflect on the fact that the populations of India have the most 
simple and gregarious habits. There are tens of millions of the people who 
carry their little stove of wealth habitually with them on their persons, or bury 
it in the corners of their huts. To perceive the actual presence of their hardly 
saved rupees, or to conceal them .away from the eyes of all other men, is their 
only notion of safety for their slender property. 

For them, tkerefore,it is difficult to over-estimate the advantage of having 
the intrinsic value of their savings in the smallest and most portable form. 
The intensity of the want of porcabiliy of money comes before us in various 
ways. It is one of the conditions of what may be called the extreme prom¬ 
iscuity of existence seen in Oriental Bazars, iu the town and village life of 
India, as compared with the habits of European communities. 


* Vide Supra Chapter II, 





The importance of portability of the precious metals, as a means of being’ 
constantly on the watch to preserve the reserve wealth of the family, is 
observed in the addiction to personal ornaments of silver and gold. 

The reserve capital of a family is carried for safety on the persons of the 
women in the form of gold or silver bangles, as much as for ornament. 

It is but an instance of the habit of thought, of the desire, amounting to 
a craving to intensify the feeling of security, which we see in Oriental 
Potentates, who invariably invest large portions of their surplus wealth in 
precious stones and durable valuables. 

Thus every man, who is just raised above mendicancy, carries his little 
store of money on his person, or he buries it. The waistband of almost every 
such man contains a few rupees or a coin or two of gold, which represent all 
his wealth, except his wife’s bangles and his tools. 

We saw the exaggeration of the notion of the value of portability during 
’the recent rebellion in 1857-58, when the price of gold rose 50 per cent, in 
the Bazars of the North-West, solely because of that quality. The Gold 
Mobur which used generally to be exchanged by the money changers for 18 
rupees, its mint price being 15 rupees, actually rose to 24 rupees, which were 
readily given for it. 

I am particular in noting these circumstances, because if fairly inter* 
prated, they display a far more serious necessity for the introduction of a 
Gold Currency amoug the population of India as a matter of convenience 
than perhaps may be the ease in more advanced communities. This has 
probably always been so, but it seems particularly desirable now that wealth 
is beginning to spread among the people in a manner which would have been 
believed to be impossible a few years ago. 

In America and in Europe the great reserves of precious metals are for 
the most part secured in the strong rooms of banks, the value being repre¬ 
sented by convertible paper. The promise to pay satisfies every one. The re¬ 
serves being known to exist, and to be forthcoming to redeem the promise, gold 
and silver are but little seen in the course of business, except in the petty daily 
commerce of life. 

The old habits of feudal Europe have well nigh died out. Secret hoard¬ 
ing, the carrying about the little store of wealth on the person, and the use 
of the hearthstone, so common in many countries till quite a recent date, the 
resources of the weak and of the oppressed, seem to be almost forgotten. 

Money is felt to be safer in a Commercial or a Savings’ Bank. The peo¬ 
ple are satisfied to let their money “ breed ,J if possible, and faith in obliga¬ 
tions. such as bank notes, or bank receipts, has entirely replaced the want - of 
confidence, which among ignorant and backward populations, refuses to be 
satisfied except by the daily evidence of the senses. 

But Oriental populations, if we except the inhabitants of a few large 
sea-board cities, are generally a long way from such a result of progress in 
social polity. They are not practically educated to the point of appreciating 
the convertibility of paper and the advantage of popular banking. The latter 
in their eyes, is connected with their natural enemy the usurer. The former 
must remaiu for a long time au object of distrust. 

The people hug the idea of intrinsic value in coins of the precious metals 
which will last for ever, whioh will be again found, if war sweep over the 
country and destroy all that is above ground. 
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It will be understood that they would not care to bury the bank note 
in a corner of the but. They would know that the paper would rot, be 
destroyed by damp, or be eaten by insects. 

They would further be always oppressed with tlie idea that it might lose 
in value, or become inconvertible hereafter, in the midst of political chan** 
ges,—a by no means unreasonable suspicion. 

* To the very poor the bank note would also present serious objections 
on account of its easy destruetibility. ft must wear out in the waistband. 
Its want of weight, its very flimsiness, preclude the idea of its general use by 
the very poor, who like to assure themselves by constant touch, that their 
little reserve store of wealth is actually in its usual place on their pet sons. 

There camxot be a doubt that such people would long to change the 
bank note, when paid to them in satisfaction of their dues. This they would 
undoubtedly do even at considerable loss, rather than continue to trust m 
what to them is a doubtful representative of value. Such tacts daily pass 
before our eyes, even iu great marts, where other things might have been 
expected. 

It may further be said, that of all people in the world, the population of 
India carries practically and keenly into execution the principle, that the 
money actually current is a commodity which, must possess the intrinsic 
value it assumes to represent. 

To them bangles are convertible into rupees and vice versa. 

(t The gowd's the gowd for a' that. ” 

Thus in some Native States, the people refuse in their retail operation 
to take the British rupee without a slight discount, because they declare, 
whether rightly or wrongly, that the rude rupees supplied from their Native 
mints have more of silver in them, or are freer from alloy than the British 
rupee. 

The gold mohurs produced in tire Native* mints were, I am informed, 
always more iu demand for similar reasons than the British gold roohurs, 
when gold was received at our treasuries. To this day, the purity of the old 
gold nmhur of Oudh, and of the gold mohurs coined at Jeypore, is held in 
high estimation. 

These matters are valued with the greatest nicety by the Native cambist, 
and they descended into minute retail operations, to the extreme disadvantage 
of the very poor. 

Those practically acquainted with India will understand how they must 
affect a widespread circulation of bank notes. The difficulty of generally 
applyin® bank notes, must remain, until the suspicions of the people have 
been allayed by practical and patient education, artd their civilisation in the 
matter concerned has reached the point we have lately, but very lately, seen 
attained insome European countries. 

It is not asserted that a large development of the paper currency would 
not greatly facilitate the business of domestic commerce, the transactions in 
the ’larom towns, the operations of great merchants and shop-keepers, and of 
Government in its several characters of State Landlord, Merchant^ Producer, 
Administrator, Banker, and Provider of a currency. I desire only to show 
that what are called the masses, the hundred millions, with the slight excep¬ 
tion perhaps of those living in the seaboard cities of Calcutta, Bombay, 


Madras, and Kurraohee, will, foiyfche present and for many years to eotno, 
fail to appreciate a system of paper representing 1 Government promises ^ to 

pay- 

My object is to declare the strength and importance of the habits and 
customs,—of the immemorial feeling among the many races of which the 
people of India is made up,—that they must have instrinsio value in their 
hands, before they are convinced that payment has been made to them. In 
their present, state of knowledge aud civilization,—their habits of thought, ami 
of practice being based on the ideas of barbarous ages, when concealment and 
the hoarding of money vrere necessities of existence,—we should not expect 
them to bold different views. Such views will in the lapse of time come to 
be entertained, but it is in vain to attempt to force them forward. They 
must grow naturally amid tender encouragement. 

In this matter we have to overcome what is called the ** immobility ’* 
of the East. This we know successfully resists sudden pressure. It can be 
stirred only by bringing Nature to our aid, as we remove the bar from the 
mouth of a harbour, uot by steam-engines and hydraulic presses, but by 
turning a current, which gradually washes away the immemorial obstruc¬ 
tion. 

So must it always be in the introduction of improvement into Hindus¬ 
tan. We do not find that the Natives of India are slower than those o£ 
other countries to profit by innovation, when their understandings have teen 
convinced that advantage willflow from the change. But it is certainly 
true that the conviction must be practically won. 

Theories are not taken on trust. The experience of other countries is 
not admitted as sufficient. Custom is paramount till it is dislodged by the 
actually evidence of the senses, that success attends a change, and that gam 
follows on the change. 

This having been achieved, immobility is shaken among the masses, the 
bar finally disappears before the increasing strength of the new current direc¬ 
ted against it. 

Then is perceived what we have seen in the plantations of New Orleans, 
cotton in Southern India, and of tea in the North. In each case the people 
had to be practically educated to the point required for a ehauge in their 
industry. The introduction of the change could not be effected in less time 
than that represented by a generation. It finally took place, because the 
people had at length convinced themselves by their own experience, that 
what was announced by Government aud foreign planters was actually true. 

These facts of Hinelustnnee nature, so important to the Legislator and 
the Administrator, must surely not be permitted to escape us, when wo 
contemplate the introduction of convertible paper, and desire to substitute 
promises to pay in the bands of the people, for the metallic payment 
itself Eor in this the uneducated and the timid have alone confidence, 
because as yet it is trie only thing they have known, by which value could be 
represented, and the only thing which has been proved to them by the expe¬ 
rience of ages to be durable and recoverable, when all other produced things 
might be swept away. 

The social aspect of the question is after all the truly important one, 
that which presents enormous difficulties in the way of execution of a general 
paper currency. The economical theory of the advantages of a paper currency 



is doubtless absolutely true; but we are convinced by a thousand instances, 
that in politics scientific truth must wait patiently, must gradually force 
itself on popular conviction, here a little and there a littie. 

An over hasty application of the most perfect economical system, which 
ignores the facts of the existing state of knowledge and civilisation, defeats 
the objects sought by the advocates of the change. In such case the Gov¬ 
ernment of a country is fortunate, if the resistance it is certain to encounter, 
he only dumb and dogged, as it might be iu India, instead of violent and 
inflammatory, as it assuredly would be in Kurope. 

It seems to me that those who, like the late Mr. Wilson, have had 
absolute faith in the virtue and the possibility of the immediate application 
of a convertible paper throughout India, have overlooked the foregoing con¬ 
siderations. 

Thoroughly imbued with the truths of economical science, they have 
overlooked tbe social bar standing directly before them, submerged though 
it may be by tbe calm waters of Indian tranquillity and apparent submis¬ 
siveness to the orders of Government, 

They have forgotten that that submissiveness is perfect go long only as 
the personal interest ot the individual is favourably concerned, bpt that at 
the point where the interest is either prejudiced, or the individual thinks it is 
prejudiced, the opposition becomes determined and invincible. It is none the 
Jess so. because of the outward calm of the spoken and acted submissiveness. 
As before said, we find ourselves in the presence of great results of natural 
causes. These results cannot be removed until the causes themselves are 
diverted. 

Yet' Mr. Wilson thought, and tried to acton tbe thought, that'by a 
simple order of Government, the people of Hindustan might at once be 
induced to appreciate and use a convertible paper currency, which would have 
dropped on them as a novelty to be understood and fed on, as manna was by 
the Israelites in the wilderness. 

It is not then too much to say that Mr. Wilson fell into the error of 
overlooking or of putting aside the political truths conveyed by the social 
aspect of the question. 

It seems clear, that in his ardent desire to relieve the currency of India 
from the difficulties in which he found it, according to his own economical 
views, he entirely failed to estimate the obstacles presented by custom and 
habit, by ignorance and prejudice, by the facts of the enormous numbers of 
tbe population among which the metallic reserves of India are fractionally 
distributed, the principle of the Savings* Bank being as yet entirely 
unknown to them. 

Mr. Wilson evidently must have reasoned as if he had had a British or 
an American public before him, which has been educated to tbe point of un¬ 
derstanding that the convertibility of tbe bank note when real and positive 
under the authority of the State, or any other equally valid authority, is Lut 
another term for actual value. 

His sanguine temperament was perhaps unable to appreciate that to 
cause such a truth to sink into the mind of the Indian population, and to 
beoome operative amidst its shallows, must be an affair of many years. He 
was probably misled by what he saw at Calcutta and at Bombay . He doubt- 


less assumed, for the more convenient floating o£ his schemes, that the great 
masses of the Indian people differed in no respects from the native inhabitants 
Of those vast trading cities. 

Yet nothing can be more erroneous Bombay and Calcutta evince the 
effects of a practical British education, which has lasted for two centuries. 
In the matters of trade, of the changes and improvements in the art of 
commerce, they have proceeded with the European countries, more especially 
England, with whieh they have been in direct communication. In such 
respects, therefore, the people of the^o cities resemble the communities of 
Liverpool and London, rather than the masses of their poor countrymen iu 
the provinces, who are only now commencing the rudiments of a like 
education. 

This has been practically seen in the districts, wealthy as they are, and 
overwhelmed by the sudden*prosperity lavished on them by the cotton crisis, 
where the Bombay Bank has established its branches. 

The people of those districts are shown to be not ripe for a bank-note eir* 
eolation, and in point of fact they will not have anything to say to it. 

They are »reedy of the metals in every form. Silver coined or uncoined, 
wold in bars and golden bangles, have the greatest charm for therm Gold 
on such account is bought in the Bombay market and taken into the interior 
directly it appears. There is at present no more profitable trade than to 
import gold for this purpose. An ingot currency organised by the people 
themselves, has as it were sprung into existence, on account of the new value 
created in the country by the Cotton crisis, and by the largely developed 
export trade following on it. But the bank note is despised in the provinces 
as it was before the strange, unlooked for, and enormous addition to the 
material wealth of the country, which has recently taken place. 

It will be recollected that Mr. Wilson’s schemes were elaborated in 1859, 
or more than a year before the outbreak of Civil war in the United States. 

Nothing could be so favourable to the development of a paper currency 
as a vast accession to a material wealth, the consequent increase ^of transac¬ 
tions, and extraordinary impetus given to the activity of trade. 

Circumstances on which Mr, Wilson did not reckon, have all been im¬ 
mensely in bis favour. 

Yet so far as we know, whenever bank notes have been offered out of 
the presidency towns, they have failed to attract attention, while on the 
contrary the old passion for the possession of the metals, silver and gold, 
has made itself felt with tenfold force among the “ nouveaux riches" of 
Hindustan, 

Thus have old social habits been triumphant, and the artificial devices of 
the Art of Commerce, for the furtherance of the freedom of exchange and the 
saving of capital are steadily put aside, simply because their merits are not 
understood, and because the people are not educated to the point of under¬ 
standing them, and therefore of departing from their ancient custom. 

It is curious to note the determination of the population at large to 
acquire gold in preference to silver as a means of ornament and hoarding, 
so soon as their increased wealth permits of it. 

The fact is remarked and reported by Collectors and Superintendents of 
Police. It is said that since the cotton crisis, gold bangles have in semo 


favoured cotton districts become almost as common as silver bangles were 
before. Sir Arthur Cotton relates that before the opening of the Godavery 
canals, the district of Rajamundree was one of the poorest in India. The 
irrigation of the soil converted it to a rich one. 

He visited the district a few years after his canal labours had produced 
their fruits. Wealth had taken the place of the most ghastly poverty. The 
district had become a steady importer of gold. 

It is then evident that the people must have and will have Gold. 

The want or it being strongly felt in accordance with the instincts of the 
people, with regard to the late accession to thf?ir wealth, they are rudely pro¬ 
ceeding to supply themselves. 

Thus twenty-one millions of gold (pounds) have been imported into India 
since Mr, Wilson’s currency scheme was propounded, viz., since 1860-6L* 

Although his paper scheme was grievously mutilated, an attempt has been 
made since that date to float, a tentative paper currency. That attempt has 
failed, as already shown, whilst the enormous sum of, gold just cited- 
has been absorbed so soon as ft. appeared, and this fact has taken place 
notwithstanding that gold is not coined in the British Mints, and is not 
available as a legal tender in payment ot debts and taxes. 

What is then the inference ? 

By every consideration of regard for the people, for their convenience and 
the economy of their means, we are bound to give an administrative form to 
the solution • of the problem of a gold currency, which in a rude and bar¬ 
barous manner, they have, to a certain degree, worked out for themselves; 


Chapter IX. 

Change of rabies in India-Disturbing causes of value—Increased demand for metallic 
circulation—Popular instinct has corrected an administrative defect — It is our duty to 
follow the lead thu3 given. 

A survey of Indian affairs during the last few years, makes us acquainted 
with circumstances which have an intimate connection with the subject 
before us. 

Thus it is seen that many causes have tended to accelerate*—perhaps it 
should be said to create—a new development iu India. 

The throwing open of trade fifty years ago has at length come to have it?, 
full effect: the foreign trade which was most insignificant at the commence¬ 
ment of the century now exceeds a hundred millions sterling. New indus¬ 
tries, new commodities have sprung into existence to meet the wants of daily 
augmenting demands of foreign commerce. 


* Importation of Gold to Calcutta, Madras, end Bombay 

Es. 

1SCI0-61 .. . 4,60,92,243 

1861-62 .......... 6,60,22,714 

18G2-63 . 6,72,25,794 

In the incomplete financial year of 1863-64, vi till 15th February 1864, the importation of 
gold to Uombuy alone has been Ks. 4,13,43,748. This sum has been imported on private account 
and is exclusive of Govmitueut remit tance*. 
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Vast traots of country which were foil 
tion of cereals, are now alienated to other purposes * to opium, to cotton, to 
oilseeds. 

Provinces in which corn was nob many years ago at a Fabulously low price, 
iwe now importers of grain. The consequence has been that for several years 
a steady but certain rise of prices ha3 been observed to be proceeding. 

Much more of money has flowed into the country and been distributed 
throughout its wide area, than could be received and absorbed in former times. 

Silver and gold have alike heoome cheaper, as a greater demand for other 
commodities has followed on two causes—the new demands of foreign com¬ 
merce, 'and the enlarged power of consumption evinced by the people in eon* 
sequence of their prosperity. 

The latter circumstance is Shown by the unfailing test of the salt taxes. 
The consumption of salt, as proved by the returns of the tax, is steadily rising, 
the craving for that necessary aliment being the first to be satisfied as a con¬ 
dition of health, as the means of the poor are ameliorated. 

It will be understood that a largely increased foreign commerce must, "dd 
immensely to the amount of domestic production, and therefore to the number * 
of transactions, each in their own way demanding more consumption, more 
labour, more land, more conveniences, more means of exchange, more money, 
and. an easier adaptation of money to the supply of the new wants. 

These facts have all been visibie in a very marked manner in India. 

Thus great tracts of land are being daily brought into cultivation, which 
for ages had lain waste. There is no part of the revenue which is more* 
remunerative, more elastic, or shows a greater tendency to increase, than that 
proceeding from the land. Notwithstanding that the assessments or rates of 
rent are much lower than in former days, the actual amounts paid into the 
Treasury exceed those of the times of high assessments, because of the larger 
area brought under cultivation, and of the exactness with which the assess¬ 
ment is now paid. 

Instead of a population which was too numerous for employment, there is 
now an active competition on the part of employers of all sorts to attract 
labour. 

One great reason of the rise of prices in all descriptions ‘of food, is the 
greater disposition to consume. The people being richer, actually eat more 
than they did in their days of poverty. 

The rates of wages are rising everywhere, but more especially in the 
neighbourhood of the sea-coast, where labour is most in demand. 

The conveniences required by a great activity of domestic commerce have 
simultaneously made tbeir appearance. 

Thus railways, which create so many new industries and employ the popula¬ 
tion by millions, are becoming a part of the habits of the people, wherever they 
have as yet pierced. The same may be said of coastiug and river steamers. 


• This remark refers to the Presidencies and Governments into which the Permanent 
Settlement has not been introduced. In them the Treasury benefits as does an improv¬ 
ing landlord whose ultimate returns are augmented by the prosperity of his tenants'. Such 
a result seems to bo precluded by the Permanent Settlement, which transfers this advantage 
to the Zamindav or largo landholder in Bengal proper. 
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Hundreds of thousand3 of carts have within the last twenty years gap- 
planted the pack-bullock and'the camel in wide areas, in which formerly such 
carriage sufficed for the insignificant traffic of the country. 

The Public Works Department of Government is striving to meet the 
demand for improved communications in aid of the railways, and to ease the 
growing • traffic of the country' to the best of its ability. Much is being 
effected—competition for labour both of man and beast being thus added by 
the Government to the exertions of Railway Companies, and to the energies 
of other employers. 

If we turn to other matters of convenience, we remark that numerous 
Banks have been established, that the small capitalists are making themselves 
felt in India as they do in Europe, in the form of “ Companies/* for carrying 
out the purposes of trade and manufacture. 

It is observed that within the last quarter of a ceutury a system of barter 
still prevailed in many parts of India. 

The country was too poor in some parts, to own the presence of money, to 
be able to pay for the convenience of it. Now, on the contrary, the Rupee 
lias penetrated everywhere, and it is doubtless true, as remarked by His 
Excellency Sir Bar tie Frere, that one of the causes of the increased demand 
for silver and gold may be found in the simple fact that in such lately pau¬ 
per districts an entirely new circulation has had to be recently supplied.* 

Let us add to this cause another. Let us recollect that countless indivi¬ 
duals, who must be reckoned by scores of millions, have respectively come to 
be the possessors of small portions of reserve wealth, which they either con¬ 
sume, save, or employ in reproduction. We shall then be able to form some 
idea of the immense, but comparatively new demand for increased means of 
metallic eaireucy, which cannot, be measured by European or American 
experience. 

What then have we to note? It is simply this, India has within the 
last generation, passed from a state of"poverty to one of comparative wealth, 
this being shown by all those signs which we are accustomed to consider as 
certain unerring symptoms of prosperity and wealth in the communities of 
Europe, viz., the cheapening of the precious metals with regard to other com¬ 
modities, increased power of consumption among the people, the great and 
still growing demand for new means of metallic circulation, the augmented 
demand for labour, the development or the creation of the expedients by 
which in civilised and rich countries it is sought to economise the labour of 
man and beast in every form. 

It is thus seen that what I have more than once alluded to as disturbing 
causes, in their effect on ancient values in India, have been of late very great. 
While on the one hand, accidents have tended to slightly raise the value of 
silver, in foreign countries in which exists the legal coin of the Indian 
Empire; on the other, the material development consequent on an era of 
peace and prudence and fairly good government, have much more enhanced 
the value of domestic productions, and therefore of the cost of labour in India 
itself; comparative competency flowing in on eouutless individuals, and great 
wealth on very many. 


* See Supra, Chapter II, Definition of Currency, 




Such facts alone must convince every one that, putting all other reasons 
on one aide, we have m these circumstances an ample cause for great increase 
iu the circulating medium. 

The vastly augmented numbers of transactions as compared with former 
times, the rise of wages throughout the country following on the demand for 
labour, together with the increased market value of all commodities ub shown 
by selling p>riee, have called for a great addition to the amount of metallic 
money in circulation and in deposit, for the mere execution of business. 

This would bs a certain result in any country in a condition of rapid pro¬ 
gress, but it is tenfold more so iu India, if we take into consideration the 
habits of the people, which have been adverted to in a preceding Chapter. 
These habits, it will be remembered, preclude the idea of a paper currency 
being allowed the fair play, which it obtains in more advanced countries. 

There is yet another consideration. 

It is doubtless true that tho addition to wealth, among the people at large 
will produce a change of manners at no very distant date. W'e shall ulti¬ 
mately see commodities imported into India for the satisfaction of luxury and 
comfort among classes to which such matters have been hitherto unknown. 
The change of manners has already taken place in Bombay itself, and import¬ 
ations are seen Accordingly to meet new wants. 

Perhaps the change may be said to be beginning to make itself felt in the 
provinces, since the great flux of prosperity poured on the merchant and cul¬ 
tivator by the cotton crisis. 

If this he so, it ean be but a very slender beginning. We must wait for 
some years before we can expect that the Indian mind generally will undergo 
a great change. It will not immediately look for value in increased comfort, 
such as is to be obtained from imported manufactured commodities, to which 
it is as yet not accustomed. It will still prefer to revel In the possession of a 
certain quantity of silver and gold, and to bo satisfied with such further con¬ 
sumption as is an accordance with the productions of the country and the 
prevalent notions of enjoyment. 

The old craving for the precious metals is as strong ae in the days of 
poverty. This cannot therefore but cause the disappearance from circulation 
of great masses of metallic capital, the aqpient habits of the people thus com¬ 
bining with the new activity of their modern commerce and industry, to 
stimulate the demand for the metals, to increase the amount of deposits, and 
therefore to cheapen the value of the metals, to reduce them in price, as 
compared with other commodities. 

This process, half economical and half social, by which values are thus 
disturbed, has been proceeding in the Bombay Presidency in a very marked 
manner. Great numbers of the population are afflicted almost to starvation 
on the one aide by the rise in prices, viz.) those who live on very small fired 
incomes, while the fortunate owners and tenants of the land, and the 
merchants and shop-keepers on the other, are overwhelmed as it were with the 
silver and gold which has been heaped on them, and with which as yet 
they hardly know what to do, beyond amassing it in a glittering heap, 
turning copper bangles into silver bangles and silver ornaments into 
gold ones. 

The union of the old social causes with the economical one of material 
jj,p VO vetnent, the two operating towards the same conclusion, which dr age 


the precious metals from (he West to the East, is one of the circumstances 
of the difficulty tho currency of India now encounters, which has the most 
escaped consideration. 

The tact is powerful in showing that even if silver was adequate to the 
wants of Indian circulation before the setting in of the late prosperity, it is 
no longer so. For unless corrected by the determination of the people to 
hive gold as a rep r esentative of value, whether or not it be. coined into 
money, the circumstances of improvement would all re-act in raising 
the value of silver, a"d therefore in adding to the burthen of those who 
have contracted to pay value according to the nominal legal tender of the 
da.y; for, as already shown, an addition to the functions of the circulating 
medium must add to its value as a commodity, because more of it is drawn 
from the other uses for which it is produced. 

The correction of the wants of the currency has been enforced by the 
practice of the people. It is evident that in the popular estimation, gold 
is a representative of value equally with silver, and the people are determined 
that it shall so remain. The popular instinct has been wonderfully true to 
its own interest. In spite of the legal restriction conveyed in the sole legal 
tender of silver, the instinct operates largely to do what has been done in 
France and the United States by means of the double standard.* That is 
to say, the force of that instinct has generally maintained the former 
relative value f of gohLand silver in India, although with a slight depreciation 
of the former, by compelling the large importations and the distribution 
oi gold, *ia spite of the prohibitions to discharge obligations in coins of 
that metal. 

The value of the phenomenon here noted with regard to the question 
before us is immense, it being evident that £ both gold and diver have been 
for a long time bought at remunerative prices in Europe for the purpose of 
exportation to India, 

If silver is cheaper in Europe, Australia, and America than it is in India 
so ia gold j that is to say, the commodities returned on account of the 
two metals are more in demand in the other quarters of the globe, than the 
metals are. 

On the other hand, in India itself, the metals, owing to the abundant 
importation to the Ea4, are cheap with respect to ail other commodities and 
to the hitherto customary cost of Indian labour. But the cheapness affects 
both silver and gold alike, and the relative value of the two metals has been 
only slightly affected in India, because, although gold has been legally demone¬ 
tised, the instinct and ancient custom have been triumphant in retaining gold 
as a representative of value, and are causing it to perform some of the most 
important functions of money. 

Can further proof be required of the illusion under which Mr. Wilson 
must have profferred his advice in 1859, and the Government of India 
issued its prohibitory orders to receive gold at the Treasuries in 1852. ? 

We are therefore again brought to the point reached in the last Chapter, 
viz., that on account of the convenience of the people, this resting on new 
economical grounds as well as the old social ones, we are bound to fol mv 

9 Vide Supra\ Clv.p t(T V 
f Vide Appendix, Tables of Value 
$ Vuld Tables K. G,, in the Appendix, 






the lead they have given us, to afford an administrative form and sanction 
to a gold currency. 

However strange it may at first sight appear, it is doubtless true that 
the popular iptincfc has saved us from much difficulty in giving practical effect 
to the necessary arrangements. 

Thus knowing as we do that importation of gold has been of late years 
proceeding at an accelerated ratio as compared with former imes, that 
consequently immense masses of gold are held in the country, and that the 
gold so held must proportionally have displaced silver, we cease to fear an 
alarming depreciation of the value of the latter when it shall be partially and 
gradually demonetised by the introduction ot a gold currency. 

It beinp- thus clear that great stores of reserve value are maintained in 
o’old by the°practice of the people, we are saved from the dread of commit¬ 
ting. ourselves to a measure which may in any manner interfere with the 
national tastes, or invade the national notion of value, with regard to 
the discharge of obligations in their integrity. 

Such reflections are especially important to us, as removing even the 
faintest idea of want, of equity towards the holders of silver, whether they 
be wealthy capitalists, or .the poor, who, in individual slender savings, build 
up national deposits, as islands of coral are produced in the ocean. 

These considerations have a like weight in answer to the objection which 
has been conjured up, but it is hoped has m>w been dispelled, with regard 
to the fanciful assumption that ia the discharge of obligations the actual 
metal of the fortuitous legal tender or current coin must be absolutely 
considered, iustead of the value it represents. 

We may believe- with certainty in consequence, that no change of any 
importance in the popular consideration of the value of the silver rupees, 
conkl ensue on the introduction of a gold currency. Existing stores of 
silver would be absorbed gradually but certainly in manufacture, ana by the 
universal taste for jewellery {imong all classes, rich and poor, the only effect 
being that the importation of silver\voald diminish, perhaps might almost 
cease for a time, while an impulse would be given to the importation of gold. 

As respects national tastes and desires, we should but revert to a concur¬ 
rence with the habit of thought, which has' beta sufficiently powerful to 
iv-sht the enforcement of the sole legal standard absolutely ordered in 1802 , 
in opposition to the old customs of India, and to the practice of all, Govern¬ 
ments preceding ours, that practice having been our .own till a recent date. 


Chapter X, 


Caution nectary In the mode of Introduction of the Geld Currency-Transition period of 
Double legal tender—Token Coinage inadmissible during such period. 


in 


It is hoped that much of what has preceded may be borne iu mind, 
considering how practical effect may be best given to the demand made for the 
introduction of a gold currency into India. 

The social facts of India to which allusion has been made, as well as the 
illustration afforded by other countries in similar circumstances of change, 
seem especially worthy of reflection, when we determine what is to be done 
in the matter before us. 



Thus knowing ns we do that an immense quantity of silver coins is held 
in the country, a considerable time must elapse before the masses of silver 
which are m deposit and in circulation can make place for gold. This is so 
on two accounts, „ 

A sufficiency of gold coinage cannot make it3 appearance per ealtum in 
exchange for the silver. Time is required for the mere mechanical operations 
of the mint, and when the gold has been coined, tor its further distribution 
through the country. It is evident that if a hasty order were given to make 
payment of revenue receivable only in gold, the gold coins actually in exist* 
enee would go up to an extravagant price, because more would be demanded 
than are now probably to be found in the market, whatever the exertions 
made by tbe money-changers. 

Secondly, it is most desirable on other accounts, that whatever change is 
made should take place most gradually, according to the demand evinced by 
the people, as the mode in which it may operate on their interests dawns on 
them. 

We cannot be too careful to avoid the charge which might be justly made 
if by a sudden and absolute demonetisation of silver, we were suddenly to re¬ 
duce its value in the local markets. This consideration has great weight with 
regard to the amount of silver now in the country. The gradual and due 
absorption of that metal is demanded by every principle of justice and equity, 
before gold can be absolutely substituted for silver in the currency. Absolute 
substitution is a very different thing from adding gold money to the present 
existing silver money. 

We must be further careful, as a matter of sooial policy, not to disturb the 
popular, existing, and healthy notions with regard to value and exchange. To 
ensure this, when we present to the people coins of the two metals for general 
use, instead of one as heretofore, we must not interfere with the reigning idea, 
that the coins of both metals are valued by the people on account of their 
intrinsic value, that is to say, of the amount of the metals actually contained 
in the coins. For some time to come, both metals, when in the form of coin, 
must run their chance as commodities of trade Without assistance. 

Relative Mint values with regard to certain considerations being fixed 
between gold and silver, the facts of the ultimate settlement of the particular 
function of money, will determine themselves according to the laws it has been 
sought to illustrate.* 

In such respects then, we have but to follow the example which has been 
set to us by the United States and by France. We are forced to adroit the 
necessity of a transition period of double legal tender, during which gold aud 
silver must be permitted to compete on their own merits. The facts and 
arguments before stated are sufficient, to determine the ultimata success of 
the gold, t 

Tbe necessity of a transition period being admitted, we must infer that a 
token coinage could not be issued during such period. 

The success of a token coinage is the practical evidence, that one metal, 
gold, has been substituted successfully in currency and deposit for another 

# Vide Supra t Chapter on che double Stauuaru oJr Value. 

f Vide, Supra Chapter IX on M The economy of Gold as the medium of currency aa compared 
with Silver also Chapter iX f w On the demand for a Gold Currency as declared by the popular 
mabincti of India.” 






metal, silver. The power to introduce s token coinage, and to cause^ it to be 
adopted generally, is a result of the completeness of the change, which hue 
been effected by the operation of the superiority of gold over silver, for the 
performance of the functions cf currency and deposit in a wealthy country, 
A token coinage is then the consequence of a perfected antecedent. 

To apply a silver token coinage, before the change from silver to gold has 
been finally effected at large in currency and deposit, would therefore be to 
apply a result, in anticipation of the causes which may hereafter render a 
token coinage expedient, hut as yet hare not come iuto operation. 

Let it further be carefully borne in mind, that a necessity of a token 
coinage of silver for small transactions, is the sign that silver no longer ex¬ 
ists in any quantity in a country. When the necessity of a token coinage is 
felt, silver is no longer found in deposit to meet the demands of foreign trade 
or to represent the reserve value kept instore by a community. The neces¬ 
sity of the token coinage is the indication, that the silver in a country does 
not more than suffice for the purposes of manufacture and jewellery, and that 
none is lef t for the discharge of large obligations. 

In India we know that the direct contrary is the remit of the very 
measures we have taken of late years, to monopolize the functions of money in 
silver to the depreciation and expulsion of gold, however much our measures 
have been corrected- by the popular iustinet. Consequently, in India, the 
cause which necessitates a token coinage does not yet exist. 

There is, besides, another reason, which is strongly opposed to the introduc¬ 
tion of a token coinage, until it shall have been ascertained by the people to be 
necessary, because of the disappearance of silver from circulation and deposit, 
as was shown in the case of the United States in 1853. 

The argument against a premature token coinage, and against a hasty forc¬ 
ing forward of a Bank-note circulation, is identical. The people of the em¬ 
pire generally are not educated to the point of receiving either a token coinage 
or bank notes as representatives of value, which intrinsically they do not 
possess. 

The disappearance of silver may ultimately force the people to appreciate 
the superior convenience and profit to themselves, as afforded by a token 
coinage in the place of full weight s>ivet rupees, and full weight fractional 
parts of a rupee. 

Till the cause has taken place, vi». t the disappearance of silver from cii 
eolation and deposit, we can well afford to wait. 

For in truth the primary use of a token coinage is to atone as a matter of 
convenience for the absence of silver. The secondary and equally important 
use of a token coinage is to fix the metallic currency, and to protect it from the 
chance of further fluctuation, when the substitution of gold lor silver has been 
finally carried out. 

I think, therefore, we may assume, that on the introduction of a gold 
currency, a period of double legal tender must be undergone, while the substi¬ 
tution of gold for silver is gradually taking place in the currency and deposits 
of India. 

Secondly, so long as the double legal tender or period of transition lasts, 
a token coinage would he inconsistent, and indeed impossible in such a con¬ 
dition of things. 


Thirdly, that so soon as in the course of years, the substitution of gold for 
silver in currency and deposits has been effected, it will be possible, and in all 
probability prudent, to introduce a tokeu coinage. 

With respect to the latter conclusion, we must not hcpe that the rapidity 
of the process of substitution, which was perceived iii the United States, will 
be seen in India, 

It is not improbable that what four years could do in the former, may re¬ 
quire the period of a generation in the latter. This, however, % but another 
argument for doing nothing hastily, and against urging any measure, which 
might attempt to force the natural growth of opinion and appreciation. 


Chapter. XI. 

CONCLUSION. 

The denomination of the Rupee to bo retained as a matter of eon res—How Sovereigns may 

be used—The equivalent of Gold and Silver declared in Act XVII of 1835 may be 

maintained—Legal tender of Gold in addition to that of Silver should be created on 

such a basis. 

It will, I presume, be conceded, that whatever we may do in the matter 
of introducing a gold currency, we must retain the denomination of value in 
which all obligations have hitherto been contracted. 

As the franc has been preserved in France, aud the dollar in the United 
States, the gold value of both alike having been gradually substituted in 
currency and deposit for the old silver value, so must the rupee continue to 
assert its ancient position in India, whether its value be represented in gold 
or silver. 

It is expedient that gold coins, struck for the purpose of domestic ex¬ 
change, should be multiples of the rupee as laid down in the Act of 1835. 

It is not to be expected that any foreign coin, which has been called into 
existence with regard to another basis of calculation, can be an exact multiple 
of the rupee. 

In an accidental state of the money market, amidst the fluctuations of 
exchange, circumstances might occur for a single day. to render the foreign 
gold coin such an exact multiple for a moment in the market prices. 

The price would be abnormal. 

To adopt the foreign gold coin into a native circulation on such terms, to 
declare that it shall be the permanent multiple of the silver native coin, be¬ 
cause, on one particular day, it happened accidentally to be so, would be to give 
permanence to an abnormal circumstance, and in all probability to attempt 
to fix a scale of relative values of the metals, which is not borne out by the 
facts of general domestic exchange. 

Thus the idea has been entertained, that it would be very convenient 
to use the introduction of a gold currency into India in such a manner, to 
establish the sovereign in India as it. is in England and Australia, to seize on 
a particular time when amid tbe fluctuations of exchange, the sovereign should 
represent the exact value of ID rupees, and then from henceforth to declare 
( 3 uch value having been momentarily obtained), it should so remain perma- 
neutlv it beiuo 1 received as legal tender in payment of debts and taxes. 

‘‘m 9 & 




•The Bombay Mfrifc charges are »s follows :— 

One per cent, m gold, two per cent, on silver ; this is called Seignorage. There is besides * 
premelting charge;of one per mills on silver* and *25 per mille on gold. Colonel Ballard remarks 
that “ tho difference of charge should be maintained. Gold is cheaper to coin tlma silver, &od 
therefore entitled to the advantage. 1 ’ 

fin estimating the relative value of sovereigns and Indian coins, for the purpose of 
circulating the former, it is clearly ir.dispensable to burthen sovereigns with the Mint charge, 
to which the domestic coinage is ne?e ssarily exposed. 

X Intrinsic value of the sovereign in silver rupees, when silver is worth-* 

Rupees. Sovereign. 


4a*. lid. per cunce - 1 9 02 - 10 15 218 

ha. Oil. „ -1 10 29, - 30 12 3*29 

x'S. Id. 1 10’GB =* 10 9 5'53 

ha Hrf. ,, »1 10T4J - 10 8 r07 

hs 2d. ,, =*= 1 11*03 10 6 8*86 

5« f 2 id. „ - 1 11-1*3 <* 19 6 1*07 

§ Vide Table A in appendix, which £ hows that this rate gives approximately the price which 
has ruled f r several yoars. 








It is well known that the public is in iime of money pressure greatly 
incommoded by the want of coined money, when the vaults of the Mints are 
crammed with bullion, which it cannot work off into coin under two or three 
months. This happened in November of 1863, and is again the ease now in 
March of 1884. 

Surprise has sometimes been expressed at the fact, that even while gold 
was receivable at. the Treasuries in payment of taxes, so little was ever offered 
by the people in former times. 

The reason of this may perhaps be stated to be the same as that which 
drove gold away from France,* between the years 1801 and 1850. 

The value of gold was really considerably greater in the Indian market 
than it was rated by law in the Act of 1835. 

Thus Colonel Ballard, the Master of the Bombay Mint, estimates that 
the value given to silver by that Act, after deducting the Mint charges on 
coining, is 5s. $>id* the ounce. 

But as we have seen, Mr, Wilson estimated the value of silver, and 
doubtless with correctness, to have been about 4s. 11 &• prior to the gold 
discoveries. At this price, the sovereign is worth very nearly 11 Rupees, 
the British gold mohur struck to represent 15 Rupees, being on such terms 
worth more than 16 Rupees. Consequently, the Indian Act of 1835 
declared silver to be worth 'd\d. per oz more than it really was, as interpreted 
in the price of gold by the public. 

This being so, it is evident that so far as the payment of taxes was 
concerned, it was absolutely contrary to the interest ol the tax-payer to pay 
in gold, and he accordingly did not do so. Gold remained a commodity of 
trade in the British provinces, and was very rarely offered at the Mints for 
coinage. The Native Mints on the other hand have, it is said, continued to 
bo comparatively active in turning off gold coins, which have always been in 
high estimation, as an irregular vehicle of value among the subjects of British 
India. 

Circumstances have however combined to establish the price of silver at 
about 5s. id. At this present date it is indeed higher, it having reached 
5$, or closely to the price indicated by the Act of 1835, with respect to 
the value of the British gold mohur of 15 Rupees af ter allowing for Mint 
charges. ■ 

The causes which have been alluded to, viz., the demonetisation of gold 
in India under the orders of the British Government, and the importation of 
g.dd which has taken place notwithstanding that demonetisation, combined 
with the favourable balance of trade, seem thus to have generally corrected the 
original error of official calculation with respect to the relative values of gold 
and silver, just as the discovery of the gold mines and the imprudent conduct 
of other Governments had corrected a similar official error of calculation in 
France. 

That is to say, the rupee has come to have nearly the value in gold, 
which was formerly but erroneously attributed to it. 

This being so, we are perhaps relieved from a very difficult and responsible 
duty. We are saved from entering into a calculation, with an intention of 
re-adjusting the legal equivalents of gold and silver in India. 


* dee Chapter V 






It appears that we may simply take the basis* laid down in the Act cf 
1835 as we find it, and leave it entirely undisturbed, so far as this very 
important part of the question of introducing the legal tender is concerned. 

It may perhaps be urged that the price of silver is now exceptionally 
high, and that it cannot last, and therefore that it "will be found still to 
exclude gold as it was excluded formerly by the same cause. 

There would certainly be some force in the objection, the difficulty being 
not so much the decreased value of gold, as feared by Mr. Wilson, but the 
value it maintains in India, on account of the estimation in which it is held 
by the people. The price of the sovereign*}- is at this date of writing 
hupees 10-6-0 in the Bombay market, which indicates 5$. d . the ounce of 
silver very closely. 

The circumstance of price as just stated is not altogether undesirable, as 
it leaves a certain slight margin for the cheapening of gold which may 
possibly take place through the ultimate opening 1 of direct trade with Australia. 
Such trade, as observed in the Memorial of the Bombay Chamber of Commerce, 
will causa gold to come straight to Indio, instead of making the round by 
Europe, either there to be exchanged for silver, the latter being bought for 
exportation to the East, or gold itself coming to the East with the burthen 
of all the charges consequent, on a voyage round the entire globe. 

I think, therefore, that we may consider that the values about declared 
in the practice of recent years will be maintained, and that the superior 
convenience of a gold currency over a silver one, will be sufficient to overcome 
any small difference which may remain. 

If after the lapse of a few years, practice should deolare that the relative 
values of gold and silver iu Act XVII of 1835 remain neverthe¬ 

less more favourable to silvei n may be sanctioned by average market 
prices, gold being thereby forced out of circulation, it would then be for the 
administration of the day, seriously to entertain the question of re-ad justing 
the legal equivalents. 

In the meantime, the values;}; asserted by the Act being removed but 
slightly from the actual selling prices of the two metals at the ports of 
importation, if allowance be made for Mint charges, we can hardly do better 
than rely on the basis afforded by that Act for the present introduction of a 
gold currency. The advantage of this, as avoiding the semblance of arbitrary 
administrative change, is great iu every way, but more especially with regard 
to Mr. Wilson’s breach of faith argument, which, however fallacious, will be 
sure not to be without some adherents ? if we canuot quote an ancieut unrepealed 
law and precedent in favour of any scheme we may desire to carry into .effect, 
for the introduction of a gold currency. 

I would propose, therefore, that the legal tender of gold should be enacted 
on the basis of equivalents submitted by Act X YII of 1835, 


* This seems to bo accepted in the proviso to 3rd para, of Clause IS of the Act XIX of 
1861, fox issue of Bank*notes iu India* 

f Owing to certain reasons connected with exchanges, into which it is not n^w necessary to 
enter, this price is liable to oscillate, being now greater and' now less. The tendency of gold of 
late years has boon to rise in value as compared with the prices of 1857-58, see Appendices A. D* 
E and F. 

X Lieutenant-Colonel Ballard, of the Bombay Mint, has favoured me with the following note s— 

By the Act of 1835, the value given to silver talcing the intrinsic value of these* coins 
(those stated in the Act), is about 5s. 2|rZ. Allowing one per cent, for the extra coat of coining 
silver* it would give about 5s, 2 \d, 9 goat the present rate it would not be a bad ba*ia.” 



That the gold legal tender should not for the present be in substitution 
of the silver tender, but in aid of it. 

That in accordance with the above, sovereigns should be allowed to run 
and to be legal tender at their relative value, including seignorage charge, on 
the basis of the equivalent established by the Act XVII of 1835, viz., at 
Kupees 10-4 0. That the issue of notes should take place in exchange for 
Gold and Silver bullion alike, without any administrative distinction between 
the two metals, 

That the Mints in India should be directed to coin gold in the coins 
described in Act XVII of 1835 in Clarge quantities, and to invite the public 
to offer it for the purpose. 

It is said in some quarters, and in all probability correctly, that at 
present Indian gold coins obtain an artificial value in the inland bazars 
because of their rarity.—this reacting on the price of the coins at the 
Presidency. If this be so, we have another reason for throwing a large 
quantity of gold coins on the country. It is probable that the public do not 
appreciate the fact, that no prohibition exists against a goid coinage in the 
Mints ; such a notion of prohibition is not unlikely to result from long disuse 
on the part of the public, following, it may be presumed, on the action of the 
Indian Government with regard to gold. None of it has of late years 
been offered lor coinage out of Calcutta. 





Minute, dated 20th June 1864*, by the Honourable Sir C, Trevelyan 

ON A GOLD CURRENCY FOR INDIA, 


The Chambers of Commerce of Calcutta, Madras, and Bombay have 
Chambers of Commerce and Native memorialised the Government of India for a 
Associations of Calcutta and Bombay, gold Currency. 

2. The application of the Chamber of Commerce of Calcutta is for the 
appointment of a Committee to inquire into the best mode of introducing gold 
us an auxiliary currency. They are u strongly in favour of the introduction 
of gold as an auxiliary currency, and as a tentative measure which they 
believe will gradually, but surely, lead to the adoption of gold as the 
general metallic currency of this country, with silver as the auxiliary ; but 
they are opposed to any sudden change being attempted, fearing that any 
such attempt would prove unsuccessful, and be likely to cause great derange¬ 
ment in the commerce and finance of India, and probably also in the money 
markets of Europe, if a large quantity of gold were suddenly required to 
carry out such a change/ 7 

3„ The Madras Memorial prays for the extension of the Government paper 
currency, and the introduction of a gold currency. The Chamber observe 
that “ the comparatively low wages of labour in India, and consequent 
multitude of small payments, render it desirable that the lowest denomination 
of note should be reduced to five Kupees, 77 and that "a convenient sub-division 
of whatever gold coin might be adopted into halves and quarters, for the 
purpose of small payments, would be necessary. 77 

4. The Memorial of the Bombay Chamber contains an able summary of 
the reasons for introducing a gold currency, and concludes with earnestly 
entreating the Government *' to take this important question at once into 
serious consideration and to effect on amendment which is so loudly called 
for, by introducing a well-regulated gold currency into India 77 

5. I here is also a Memorial fi'om the Bombay Association, which represents 
the Native Mercantile community. This sets forth that, from time immemo- 
rial, India possessed an extensive gold currency ; that the stringent regula- 
tions of the British Government have virtually extinguished this currency, 
but have by no means extinguished its popularity- that rude attempts 
are made by some of the Natives of India to remedy the defects of the 
present inconvenient silver currency by circulating gold bars authenticated 
by the stamp of Bomba} Banks; and, after a general statement of reasons, the 
Memorialists pray that the Government *« will take this question into imme¬ 
diate consideration and restore a gold currency, which the altered circum¬ 
stances of the world recommend, and which your Memorialists believe would 
be most popularly received in India, both from ancient associations and 
present convenience. 77 

6. The Native merchants and bankers of Calcutta had previously ,, in Ma~ 
1859, memorialised the Government of India for a gold currency, stating 



that the Natives of India preferred gold to silver on account of its portability, 
and the facility which it affords for holding large sums in security. The 
Annpndiees h to P feeling of the Native merchants and bankers 

o£ Upper India may be seen from the papers 

in the Appendix, 

7. Minutes have also been recorded by the members of the Government of 

The Government' of Bombay, Bombay. 

8. The Governor proposes that we should, in the first place, act on the 
provision in the last clause of the 9th Section of Act XIX of 1851, which 
allows gold bullion or coin to be held to the extent of one-fourth of that on 
which notes are issued ; aud he suggests that the next step will probably be to 
permit the Government revenue 'above ten rupees to be paid in sovereigns. 
Be adds that u it will probably be necessary that we should pass through 
the inconveuient and anomalous stage of a double or alter native standard.” 

9. Mr. Frere agrees with the Governor, but Mr. Invferarity thinks the 
measure proposed by His Excellency totally inadequate for the introduction 
into India of a well-regulated gold currency, and supports the views contained 
in a letter from Mr. Walter Casaels to the Governor, of the 1st of January 
1864. The practical proposals contained in this able letter areas follows •— 

“Placed as India, in a manner, is between gold-prodnoing countries and Europe, tho 
first consideration must be to fix the Indian Mint valno of gold, so as to preserve a, fair 
mutual equilibrium of value between ourselves, Australia, and England. This value, 
therefore, should not be so high as to render it profitable for Australia to send gold to bo 
coined at our Mints, nor should it be so low as to admit of the advantageous export of our 
gold coin as bullion t,o Europe. 

“It is, likewise, highly important that, as much as possible, a gold coinage should, for 
tho present, be built upon the existing silver currency, so as to introduce the change with 
as much regard to private interests as may be. I, therefore, venture to suggest the issue of 
gold coins similar to the sovereign and half-sovereign, and respectively representing ten 
and five rupees, with subsidiary silver token coins, of limited tender, rated seven to ten 
per cent, shove their real value. The existing silver coin might, for the present, be allowed 
to continue legal tender to the extent even of five hundred rupees, and this limit might 
hereafter be reduced according to circumstances. Tho new gold coins should be of an 
intrinsic value, which should place them on a safe basts in relation to the old rupees, and 
they could, by subsequent alteration of the limit of tender, be protected, if necessary, 
from the effect of any unforeseen fluctuation in value. Possessing, as they do, a well 
known intrinsic worth, the old rupe9s would no doubt, for the present, bo freely received 
to a muoh larger extent, but not being replenished by fresh issues, being retired as 
rapidly as they came into the Government treasuries and replaced by new token pieces, 
t have no doubt that in a few years they would disappear from circulation, and that the 
change of standard and currency would thus be effected without any sacrifice disproportionate 
to the benefit secured.” 

10. Sir William Mansfield, the Commander-in-Chiaf of the Bombay Army, 
has recorded a remarkable Minute, iu which the subject is handled in a 
masterly manner. It concludes with the following recommendations 

“ I would propose, therefore, that the legal tender of gold should be enacted on the basis 
of equivalents submitted by Act XVII of 1835. 

** That the gold legal tender should not, for the present, be in substitution of the silver 
tender, but in aid of it. 

“ That in accordance with the above, sovereigns should be allowed to run, and to be 
legal tender at their rclativo value, including seignorage charge, On the basis of the 
equivalent established by the Act XVII of I83&, pi*., at Rs. I0.-4-0. That thojssue of 
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t the Mhits in India should be directed to coin gold in the coins described in 
i of 1835 in large quantities, and to invite the pnblio to offer it for the purpose/' 


notes should take place in exchange for gold and silver bullion alike, without any ad mi ms « 
trative distinction between tho two metals, 

“ That 

Act XVII 

11. The most striking feature of this movement is its universality. There are 
. , . . differences of opinion as to the mode in 

The nature of the late cm*. whiek the object is to be attained, but all 

agree that there ought to he a gold currency. The proximate cause of this 
unanimity is the painful impression of the crisis through which we have just 
passed, and the desire to avert its recurrence. The first thing to be 
considered, therefore, is the nature of that crisis, and how far the means of 
prevention or mitigation are in our power. 

1% The state of things at Calcutta, Madras, and Bombay, between Novem¬ 
ber 1863 and March 1^64, has been compared with that which prevailed iu 
London in 1847 and 3867, but it had little in common with it. lo India there 
had been po drain of specie owing to an unfavourable state of the foreign 
exchanges; neither had there been extensive over-trading. There bad been 
much bold trading in cotton and piece goods, but the market had been con¬ 
tinually rising, and large fortunes had been made. There had also been 
much active enterprise in Joint Stock Companies for the cultivation of tea 
and for other industrial undertakings, but the public confidence in their 
profitable character remained unshaken. Individual shareholders might find 
it difficult to pay up their calls; but this was the consequence, not the cause 
of the convulsion. 

13. The root of this great evil lay much deeper. From time immemorial 
Europe had been unable to provide merchandize which India was willing 
to accept in return for the valuable products she had to offer, and the 
balance had to be paid in the precious metals. This was arrested for a time 
by the large supplies of eotton cloth sent to India after the opening of the 
trade in 1814; but the noimai state of things soon returned, and since 
1847-48, the importation of specie has been continually increasing. 

14. The development given to the export trade of India by khe Russian War 
in 1854, and by the American War which began in 186/, greatly augmented 
the baiauce which had to be paid in specie. It was not merely that vast 
additional quantities of fibres, oil-seeds, and cotton, had to be paid for. The 
increased demand upon the resources of India could not be met at former 

A large proportion of the cultivated area of India was diverted 
ising food to raising exportable produce. A large proportion of the 
labour of India was diverted from the immediate work of production, to the 
construction of railroads and roads to convey this exportable produce to the 
coast. In consequence of this, the price of labor and of every article of 
domestic and foreign consumption went up together. Cotton, which was 
the subject of keenest competition, rose in the rural districts to three or four 

times its former price. The result will be 
Appends Q. seen in the remarkable return of 

exports of merchandize and specie in the Appendix. 

35. The nature of the crisis in the three great Indian ports in 1863-64 
will now be betterj understood. It was not, in its origin or true nature, a 
monetary crisis. If the trade be tween Europe and India bad been conducted 


prices 

from 


imports and 


Gr 


by »o equal interchange of merchandize, it could not, have happened. But, 

while the exports of merchandize ini 863-64 
Appendix Q, amounted to £67,459,795,* the imports were 

only £30 884,828, and the balance, amounting to the great sum of £87,074,967 
had, for the moat part, to be paid in specie. The exigency, therefore, arose 
from the peculiar conditions of the foreign trade of India, The people 
of India were only beginning to appreciate the articles of comfort and 
luxury which England was able to supply, and they were totally unpre¬ 
pared to accept as equivalents the manufactures she had to offer for the 
sudden increase of produce demanded from them. The only article which 
was in universal demand among them was specie j arid, as the chief employ¬ 
ment of specie is in the manufacture of money, and gold had been excluded 
by the regulations of the Government of India from this employment, silver 
had to bear the principal strain. In other words it was emphatically a 
mercantile and not a monetary crisis, and silver and gold must be regarded 
in reference to it, as ordinary articles of the import trade. 

16. The money already circulating in the country was sufficient for carrying 
on its internal exchanges. Judging from the prevailing high prices, it 
may be questioned whether it was not more than enough. The means of 
meeting the additional demand caused by the peculiar state of the foreign 
trade which has been described, were however, entirely deficient. There is 
nothing in India like the Bank of England, which keeps a reserve of 
cash for the whole country. The produce exported to England is paid for 
by remittances from England, effected partly by bills upon the Indian trea¬ 
suries purchased at home, partly by bills upon England or China sold in 
India, and partly by consignment of specie from Europe or Australia. 
Every year, at the commencement of the cold weather, a call is made for 
specie to be sent into the interior to pay for produce to be sent dowu to the 
ports, and during the interval money is comparatively abundant. 

17. Towardsthe close of 1862, this annual craving for specie was greater 
than usual ; but in November 1868, a demand set in, which was unprece¬ 
dented for intensity and duration. Although the banks of Bengal, 
Madras, and Bombay were reinforced by large sums from the cash balances, 
of which they bad the use under their agreements with the Government, 
their available funds were speedily exhausted. Finns possessed of large 


* The increase in the value of the merchandize exported from India in 1S63-64 is accounted 
for to the extent of £16*680,368 by the increased value of the Cotton exported. The Return 
for the year 1863-64, appended to my Financial Statement, has now been completed as 
underneath. The rest of the difference will, I think, prove to have been chiefly due to the 
geu jralincroase in the price of Indian produce caused by the conversion of land to Cottou 
cultivation, and by the extensive system of works in progress, rather than to an increase 
in the quantify exported. 

Jtuio Cotton exported from Calcutta , Madras and Bombay in twelve months, from the 
beginning of May to the end of April, in 1862-63 and 1863 64. 
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resources, provided time was allowed to realise them, must Lave declared 
themselves insolvent if they had been pressed to liquidate toe claims upon 
them. Fabulous rates were paid in the bazar for ready money, trove ru¬ 
men! securities, which had been at par, suddenly went down to 83, not be- 
cause there was any want of confidence in the Government hut because 
everybody wanted to sell, and nobody had money to buy. i/Vit.i the relax¬ 
ation of the pressure, Government paper returned nearly to pai. he’ 
only security which completely held its ground was the Government note 
currency. It must be also recorded to the honor or these great mercantile 
communities, European and Native, that, throughout this period of ex¬ 
treme pressure, when the fall of any one house might have involved wide¬ 
spread ruin, the greatest mutual forbearance was exercised, dhis may 
have been in part owing to a just perception that the responsible persons 
in this country were acting cm behalf o£ principals in .England, and thafc 
every claim would be fully satisfied as soon as the requisite remittances 
could be made. 

18. The position then is— . . 

The late crisis was not caused by any deficiency of the circulating 
medium of India. If that medium had been much larger, for instance, 
if ten of the fifteen millions sterling of rupees deposited m the Treasuries 
had been put into circulation, and the paper currency had been doubled, 
the crisis would still have taken place. The circulation was rather redundant 
than deficient according to the existing habits and wants of the people. 
This is proved—1st, by the abundance of money at all the principal marts 
on the ' coast and in the interior, during tbe intervals between the an¬ 
nual exceptional demand arising from tho peculiar state of the trade with 
Europe j and 2nd, by the universal high prices. Ibe latter are a certain 
indication of a full state of the circulation, because, whatever may be the 
causes which create a tendency to a rise of price, they would be held in 
check if the circulating medium were deficient. The average price of bar 
gold, at Calcutta, per tolah of 22 carats fine, was Rs. 14-13-0 in 1853, 
and Rs. H-i3-4 in 1854, It was Rs. 14-13-0 in 1862, and Rs. 14-15*4 
in 1863. At Bombay, the average price of gold bars (98 touch) was 
Rs. 15-14-3 in 1858, and Rs. 16-0-5 in 1863. It would seem from this 
that, there has been a slight fall in the value of silver, measured in gold, in 
India. But the true comparison is that of gold and silver, taken to¬ 
gether, with all other art icles; and judging by this test, it must be ad¬ 
mitted that, after making full allowance for other causes of the prevailing 

high prices, the precious metals are abundant and cheap in India. 

19. The late crisis was caused by the unwillingness of the people of India 
to accept ordinary mercantile equivalents for the large additional value 
exported last year ; and by the regulations of the Government of India, 
which give an advantage to silver, as an article of merchandize, in com¬ 
parison with gold. Tbe necessity for this great importation of silver was 
quite irrespective of the deficiency or redundancy of the Indian currency. 
It was occasioned merely by the fact that silver was the only article which 
the people of India would take in any quantity in exchange for their pro¬ 
duce. Vast supplies of silver had besn poured into India, under tbe 
operation of this exceptional and extrinsic cause.. But, even if these sup¬ 
plies had been yet more abundant fresh importations must still have 
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taken place, because no other equivalent would be accepted for the Indian 
produce which the rest of the world desired to have. 

20. If this is a true diagnosis of the malady, there can be no doubt about 

The true remedy the r * med J- India > and ‘ through India, 

11,e true remedy. the fcraiing wilh hw arfl safferi ^g 

from the want of acceptable equivalents for the exportable produce which 
she furnishes in such richness and plenty. The strain upon silver will be 
relieved by every addition that can be made to the other articles in 
demand in India. Piece goods and yarn have become a great staple of 
the import trade. The increase in the importation of these has been 
arrested by the scarcity of cotton at Manchester, and the rise in the price 
of food in India ; but, as these obstructions diminish, the trade is likely 
to be greatly developed. The native hand-loom system is collapsing 
in every part of India; and, although English weaving and spinning 
establishments in India are, to a certain extent, taking up the coarser 
qualities of the native article, which must always be made in this country 
the balance in favour of Manchester is overwhelming. Metal wares of 
English manufacture are getting possession of the market of India; and, 
in the form of utensils for cooking, eating, and drinking, they are passing 
from luxuries into necessaries, as tea, coffee, and tobacco have done in Eng¬ 
land, Eve'n Cheshire salt is supplied at prices which is obtaining for it a 
wide field of consumption in Northern India. But, as the use of the pre¬ 
cious metals in India is already great aod is rapidly increasing, and as 
India has no mines of her own, gold aud silver must always be the great 
reserve of the import trade. To husband this reserve, therefore, aud 
to make it answer the purpose of an article of import with as little 
disturbance as possible of the commercial and monetary economy of 
India or any other country, ought to be our chief object, 

21. The first condition for the attainment of this end is, that both the pre- 
Both the preoioua metals should be clous metals should be equally available as 

equally available as articles of import, articles of impart. 

Before the discovery of the gold fields of California, the annual production 
of silver was larger than that of gold. Since that, the case has been reversed. 
The annual production of silver is now supposed to be about ten millions sterling, 
and that of gold about twenty-five millions, or two an.d half times as much. 

22. England has a Southern as well as an Eastern Empire, and the great 
staple of that Southern Empire is gold. Owing to the exclusion of gold from 
the Indian currency, the trade with Australia is chiefly carried on in this 
W ay The gold of Australia is sent to England, where it is employed in 
buying silver; and the silver is sent to India burdened with the charges 
of the double voyage and with the additional interest accrued during the 
prolonged period occupied by it. The cotton aud other exports of India 
are charged with the extra expense arising from this circuitous mode of 
payment. Even a worse result is, that the trade cannot be carried on in 
u regular manner. The gold remains in the Bank of England until the 
Indian demand sets in, and then it i? suddenly withdrawn to sweep the Con¬ 
tinent of silver for transmission to India. In. order to protect themselves, 
the Banks of England and B'rance raise their rates of discount, and, by their 
bo doing, and by the violent oscillations in the foreign exchanges, every 
description of business is deranged. 


23, If, by an alteration in the regulations o! the Indian Mints, gold were 
placed on the same footing as silver, the course of trade would be as fol- 
low? The pastoral and mining population of Australia is supplied 
with clothes and other necessaries of civilised life from Kiigland, The 
proceeds of this trade would he invested in Australian gold and copper, 
and these would be sent direct to India to pay for the cotton and other 

.produce exported from India to England. The shipping would benefit as 
much as the mercantile interest. We should hear less of vessels coining out 
to India in ballast for the sake of the homeward freight. Some ships 
would make the triangular voyage ; othot 3 would return to Australia, 
with cargoes of sugar, rice, and other colonial produce. A regulated process 
the successive steps of which might be certainly calculated upon, would be 
substituted for the present fitful and desultory trade, and all parties con¬ 
cerned would profit by the change. 

24. Hitherto the vacuum caused by the deficiency of imports has, for the 
Impending deficiency of the supply most part, been tilled with silver. Although 

of silver. this has occasioned much loss and 1 inconve¬ 

nience to India and Europe, there is a worse evil behind. The annual pro¬ 
duction of the silver mines is estimated at ten millions sterling. In the last 
nine years 'the silver imported into India alone, after deducting 
re-exports, has amounted to £89,633,792,* or 'within half a million 
of the entire estimated production of the whole world for the 
same period. There were two great reserves of silver, the currencies of 
the United States and Franca. Uoth these reserves have been exhausted, f 
The circulation of the United States has been avowedly placed upon 
the basis of a gold standard with a subsidiary silver token currency. In 
France, although the law remains unchanged, gold has been coined in vast 
quantities, and the only silver coins remaining in circulation are those which 
by wear and tear have become depreciated. The serious character of these 
facts will be apparent when it is remembered that the balance of trade in 
favor of India, and consequently her demand for silver, has. been greatly 
increased by the revolution which has taken place in the cotton trade. 
Nobody can say in what proportions the supply of Manchester with cotton 
will ultimately be divided among different parts of the world, but it is 
certain that India will have a large share. It must also be remembered 
that other countries besides India stand in need of silver. Independently of 
the use made of it for domestic and artistic purposes in almost every part 
of the world, that met a* still forms the currency of fehe greater part of 
Europe. It is also the standard of value in China, and performs the same 
service of adjusting the balanoe of trade for that great country as it 
does for India. The information at command here regarding China is very 
imperfect, but it is well known that, since the opening of the trade, the 
exports of tea and" silk have greatly increased without any corres- 


* £ ht > figures, for the first eight years, are taken from the Parliamentary Return dated the 
lhtfi March 1864, of the “ value of bullion, gold and silver, imported into and exported from 
eacb i residency of India, in each yeq,r, from 1800 to the latest date for which it can be 
given, and the figures. of the last year are, from the Returns in Appendices Q. Q]. O- Oi 
and Qi, obtained from the different Presidencies. ^ 

t European and American coins have been recoined in the three Tndiau Mints diirino- the w 
fr ° m - 18SS J\ 18 v 63 i V the Vaiueof ‘*20,172,950 . besides an unknown amount o 

tetbfln dilnMZZ al W C ° DVOrtsd i^at silver previously to its being tendered 





ponding demand having arisen for any article of foreign produce or manu¬ 
facture j that cotton has been added to the exports of China ; and that, 
notwithstanding the help given by the opium trade between India and 
China in the adjustment of the exchanges, a large annual balance has 
to be paid in silver. The population of China is twice that of India, and 
her vast productive powers are even less developed than those of India. 

85. Even if silver were forthcoming in sufficient quantity, it could not be” 

coined fast enough. Whatever may be 
JkSSf «4. “ iIver U» t»,m in which silver reaches India, 

it must be converted into current rupees. 
No description of credit based npon the existence of a certain amount 
of bullion or foreign coin suffices, because rupees are wanted to be sent 
into the interior to purchase produce. Although the power of the Bombay 
Mint has been much increased, it is still unable to cope with ihe large 
amounts of silver poured in by each packet. In fact, no Indian Mint 
could coin silver as fast as it is wanted, i. e„ as fast as it arrives. The 
quantity of bullion remaining uncoined in the three Indian Mints, during 
, each month of 1882-63 and 1863-64, will be 

ppen seen in the Appendix. The average monthly 

amount remaining uncoined was £2,777,109, but this gives no idea of 
the real loss and inconvenience. At the season when current coin is 
most wanted for making purchases in the interior, the arrear of uncoined 
bullion is greatest. The average of the five months from December 1862 to 
April 1863 was £4,770,467; and even after the powers of the Bombay 
Mint, upon which the chief stress falls, had been greatly increased, the 
average arrear of the same months in 1863-64 was £3,035,092, notwith¬ 
standing that the Bombay Mint was worked by relays, day and night, 
without' cessation, at serious risk to the machinery and great exhaustion of 
the persons employed. After all the pains and cost which had . been bes¬ 
towed npon providing these large sums and sending them to India, they were 
unavailable for use, because silver is so. bulky compared with its value, as to 
be incapable of being converted into coin with sufficient speed to meet 
the wants of India. Great exertions were made at the London Mint to 
meet the increased demand for coin consequent on the gold discoveries, but 
if the metal to be coined had been silver instead of gold, the officers of the 
Mint would have been utterly unable to cope with the exigency. 

26. It is impossible, to predicate the consequences of a real deficiency in 

the supply of silver for adjusting the balance 
Probable consequences of a defici* the Indian trade. So much is certain, 

encyo siver. that the commercial crisis through which 

we have just passed would be greatly aggravated. The facts to which 
I have adverted show that we are not dealing with a speculative or contin¬ 
gent danger. The usual annual demand for the means of paying for pro¬ 
duce from the interior will recur next November; and if, as there is 
reason to expect, the value of the produce will be increased, while the avail¬ 
able equivalents for it will be diminished, owing to the exhaustion of the 
reserve of silver in Europe, the disturbance of the economical system of 
India and Europe in 1864-65 will exceed that of 1863-64, as much as the 
crisis of 1863-64 surpassed that of 1862-63. A worse access of the disease 
is impending, and, if there be a remedy, it ought to be applied without delay. 


27. I have already said that the most effectual remedy Is to put gold on the 

same footing as silver as an article of im- 
. Gold should be restored to its place por t; and this can be done only, by reslor- 

mg gold to its place in the currency. 

Although gold has been demonetised by the Government of India, it is 
held by the people of India in the same esteem, in relation to silver, as 
it is by the people of every other country in the world. Its superior 
advantages may be summed up in the fact that it contains large value in 
small compass. This makes it portable, allows of its being easily secured, 
facilitates its coinage, and diminishes its wastage. Although the public in¬ 
terests are vitally concerned in the proper management of the finances, we 
must not measure this question only by the wants of the Government. 
In silver £100,000 weighs Uptons; in gold only 15| cwts. In silver, 
sums of money have to be counted by rupees or two-shilling pieces; in gold, 
by sovereigns or twenty shilling pieces. It is difficult to conceive the ag¬ 
gregate loss and icconvenieuce when these circumstances are applied to 
the greatly augmented number and amount of transactions compared with, 
former times. Merely in making the remittances which the present state of 
the trade and industrial development of India requires, the additional ex¬ 
pense must be very great. The most serious inconvenience of all, perhaps, 
is that the nature of the coinage does not allow of money being carried 
on th'fe person for current use. Twenty sovereigns may be taken in the 
pocket, but two . hundred rupees would be an intolerable burden. A. book 
might be written on the obstacles -which this state of things opposes to social 
progress. In a country like India, where it is particularly desirable to 
facilitate the intercouse between different classes or the community, the 
want of a convenient medium of exchange is especially objectionable. 

28. In the progress of improvement, nations advance, by successive steps, 
from the rude instruments of exchange of primitive times, to tbe.use of silver 
and gold money; and, at last, they attain to paper as the representative of gold. 
India had arrived at the gold period. "Without going back to the history of 
former time, gold Pagodas and Fanams formed the bulk of the circulation 
of the South of India within the memory of persons still living ; and, 
in the North of India, although the gold mohur was overvalued with refer¬ 
ence to silver, its superior convenience obtained for it a considerable cir¬ 
culation. The trade of India with the countries beyond its North-Western 
frontier has always been carried on by means of gold coins of various 
kinds. Much interesting iniormatlon relating to this part of the subject 

Appendices L. anil 0. 1®*“®* ’? M* McLeod's and Mr. 

JVJelvilPs papers in the Appendix. 

29. The action of the Government upon this state of thing was, first to 
exclude gold from the circulation, and then to introduce a paper currency 
based upon silver. The result is that India has attained the last step per 
sal turn, with the omission of the one which ought to have preceded it. Ke- 
trogression has been followed by irregular advance, 

30. The paper currency has been attended with a fair measure of success. 
The note circulation already amounts to upwards of six millions sterlim , of 
which rather more than three millions has been invested in Government 
Securities. The time was come for furnishing this great accommodation 
to the Europeans and to the Native mercantile classes in towns; and as" the 
people become educated to the use of paper money, it will gradually answer 


the objects intended by it. The currency circles have been extended to 
the rest of India, and a more popular character ought now to be given to the 
system by issuing five-rupee notes, as was originally intended. 

31. But the people of India have never acquiesced in the exclusion of gold 
from the currency, nor have they accepted paper as a substitute for it. 
The plan of locking up reserves of the precious metals in strong rooms and 
representing them by convertible paper, belongs to an advanced stage 
of civilization. The great majority of the people of India must have in¬ 
trinsic value in their hands before they are convinced that payment has 
been made to them. This habit is founded upon the experience^of ages. 
Promises to pay are rendered of no effect by bad faith or revolution j. bonds 
and notes are destroyed by damp or eaten by insects ; but gold and Silver 
survive every change and re-appear to be enjoyed in better times. As 
between gold and silver, the preference is decidedly in favor of gold, which, 
having large value in small bulk, offers most of the advantages of a paper 
currency together with the security derived from intrinsic value. Since the 
improvement of circumstances of the people arising from the great increase 
in the demand for their exportable produce, there has been a correspond¬ 
ing increase ou their part in the demand for gold. It will be seen from the 

» .. ~ ~ ~ Returns in the appendix furnished from the 

-i-ppon ices Q, 3 . 3 , ana 4. three Indian Presidencies and British Bur- 

mah, that after deducting re-exports, gold to the value of £25,140,768 has 
been imported into India since the 1st May 1860, besides what was brought 
by land across the North-West frontier, and besides the large aggregate 
amount chiefly in sovereigns, brought back by the labourers who annually take 
service in the Coffee Plantations in Ceylon, and by the emigrants returned 
from the Mauritius j and that importation b have been according to a con¬ 
tinually ascending soale. In 1860-61 the value of the gold introduced into 
India by sea was £4,242,441 j in 1861-62 it was £5,200,432 ; in. 1882-63, 
£0,878,180 j*and iu 1868-64, £8,819,765. * 

32. The explanation of this is that the people invest their new wealth 
in what they like best. In some favored cotton districts, gold bangles 
have become almost as common as silver bangles were before. 
Although gold is not available as a legal tender in payment of debts 
and taxes in the British dominions in India, the people in some parts 
of India have endeavoured to remedy the defects of the present inconvenient 
silver currency by circulating gold bars authenticated by the stamp 
of Bombay Banks. This rude attempt to organize an ingot currency iu 
the face of every discouragement, proves the determination of the people 
to have gold, aud shows that the Government would he cordially seconded 
by them in any attempt to iutroduce a gold currency on a sound footing. 
They would then have what they most desire,—absolute intrinsic value in a 
condensed form, authenticated by the impress of the State, aud receivable 
by Jaw in payment of every obligation. 

33 A s till more striking instance is that gold coin is in such request, that 
teal °old mohurs, nearly of standard value, are habitually made by forgers, 


# figures for the first three years have been taken from tho Parliamentary Return, and 
for tbs last year fro m the Return in Appendix No 2, page . It will be aeon from the last-men¬ 
tioned Retain. that, while silver was re-exported in 1863-64, in the proportion of about 1 to 
4 of the imports, gold was re-exported only in the proportion of about I to 23. There can be 
no doubt that gold has already released for circulation a large amount of hoarded silver, 
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chiefly to secure the premium at which they sell. The details of four such 
q cases will be found in the Appendix. One 

of these establishments, a,t Ju^adree, a 
flourishing mart in the Ambala Division, Was on the scale of a Mint, and 
the gold mohurs manufactured there have an extensive circulation in the 
protected Sikh and Hill States and elsewhere. 

34. Many other proofs might be adduced of the popularity of a gold 
coinage in India. The Native State of Jeypore has long enjoyed a repu¬ 
tation for the purity of its coins; and Jeypore gold tnohurs, which were 
formerly seldom seen, have of late years obtained an extensive circula¬ 
tion. In the Punjab the use of gold as a medium of exchange has greatly 
increased of late years. In the Sikh time it was chiefly procured from 
Russia through Kabul; but, to use Mr. MelvilFa words, “ the facilities of 
communication with Calcutta and Bombay, which are freely supplied 
from Europe and Australia, have given the precedence to those markets 
in the supply of gold/* Mr. McLeod reports that the sovereign is now the 

gold coin most familiar to the people of the 
Punjab, “being by far the most abundant 
and almost the only one now employed systematically for equalising the 
exchange/* The prevailing opinion at the other extremity of the empire in 
British Burmah will be seen from the papers in the Appendix (Q and P) 
from two gentlemen of experience and ability who have been much ongaged 
in mercantile pursuits. 

35. But the most decisive example of all will be found in the Madras com- 

Appendices V to QQ. spnmfeuce in the Append!,. # Owing to the 

large number or sovereigns introduced into 
the districts of Tanjore, Tinneviily, and Madura, partly received in pay¬ 
ment for rice exported to Ceylon, and partly the earnings of laborers who had 
returned from Ceylon and the Mauritius, current silver money became 
so scarce in lb58, that it was difficult for the landowners to pay the revenue 
due by them. The Government of Madras, therefore, authorised the 
receipt of sovereigns at the Tanjore Treasury at 10 rupees each, and after¬ 
wards directed that they should be paid at the same rate to such person* 
as might be willing to receive them. Although this proceeding was overruled 
by the Government of India, it had gone far enough to prove that a gold 
currency, bused upon the sovereign at 10 rupees, would rapidly have taken 
the place of the silver currency, if the Supreme Government had not in¬ 
terfered to prevent it. The unissued coins were sent to Madras to the ' 
number of 10,370 sovereigns and 1,865 half-sovereigns, where they were 
sold at a profit of Rs. 2,168-12-7 compared with the rate at which they 
had been received, being an average premium of three annaB one pie on each 
sovereign. The Australian sovereigns, although more valuable than the 
English to the extent of the sil ver alloy they jeonfain, sold on an average 
three farthings each less. 

86. The determination of the people of India to have gold, justifies Lord 
Liverpool’s opinion that “in very rich countries, where great and extensive 
commerce is carried on, gold is the proper metal of which the principal 
measure of property and instrument of commerce should be made. la 
such countries, gold will, in practice, become the principal measure of pro¬ 
perty and ihe instrument of commerce, with the general consent of the 
people, not only without the support of law, but in spite of almost any law 
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that may be enacted to the contrary; for the principal purchases and ex¬ 
changes cannot there be made in coins of a less valuable metal,” 

37. It remains to be considered how this great desideratum can best be 
attained. 

38. Act XIX of 1861, under the authority of which the Government paper 
The plan of issuing 1 notes in oertain currency was established, contains a provision 

proportion against tjold. that notes not exceeding one-fourth of the 

total amount of issues represented by coin or bullion, may be issued in ex¬ 
change for gold coin of full weight of the Government of India, or for 
foreign gold coin or gold bullion computed at rates to be fixed by the 
Goverhor Geueral in Council, and not to be altered without six months' pre¬ 
vious notice. Mr. Cassels remarks that “this important amendment has, 
for some inscrutable reason, or by mere oversight, been allowed to remain 
ever since a dead letter,and the Governor of Bombay proposes that it 
should now be acted upon. “The effect of this/ 1 Sir B. Frere observes, 
“would be to substitute a considerable portion of gold for the silver which 
is now imported into India; and in proportion to such substitution, to 
relieve the inconvenience which is now felt by the absolute scarcity of 
silver in Europe It would also tend to expand the use of Government 
Currency Notes, and to set free a corresponding quantity of silver which is 
now absorbed in various ways in remote parts of the country, and which 
dispapears from the circulation of our great commercial marts/ - ' 

This provision was borrowed from the parallel ease of the Bank of 
England, which was permitted by the Act of 1.844 to issue notes in ex¬ 
change for a certain proportion of silver. 

This was objected to by Mr. Wilson and other high authorities, who 
considered that the principle of convertibility on demand required that 
the Bank of England should be allowed to hold in its coffers that metal 
only in which payment of its notes could be demanded, and that the 
permission to retain silver as a portion of the reserve introduced a mer¬ 
cantile element into the management of the Issue Department, and was 
inconsistent with the theory on which the Act was founded. 

39. The object of holding silver in the Issue Department, of the Bank of 
England was to facilitate the adjustment of the exchanges with Prance ; 
but, after the change in the relative prices of gold and silver caused by the 
gold discoveries and the increased demand for silver for transmission to the 
East, the nearly balanced system of alternative standard in Prance oscillated 
in the direction of gold, and it became no longer advantageous for the 
Bank of England to hold silver in the Issue Department. Since August 
1853 that item has disappeared from its weekly account; and it only 
re-appeared, for a few months at the end of November 18(50, under an arrange¬ 
ment adopted for the convenience of the “Bank of France. 

The corresponding provision permitting the Currency Department of the 
Government of India to receive a certain proportion of gold, has never been 
acted upon for the following reasons :— 

Because, as stated by Mr. Wilson, it is inconsistent with the principle of 
a Government paper currency. That paper is payable only in the current 
coin of the country; and its convertibility in times of political distrust or 
mercantile panic, might be seriously endangered, if auy of the uninvested 
deposits were held iu gold which eouid not be tendered in payment . of 
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the notes. Che sale of gold £or current silver coin wotild be a precarious 
resource, for times of panic are exactly the times when money is not to be bad. 

40. Besides furnishing a more convenient medium of exchange, a properly 
regulated paper currency releases, for productive purposes, a'portion of the 
capital of the country which hud been employed, without yielding interest, 
in providing a less perfect medium of exchange; and, with this object/such 
portion of the deposits as is not likely to be required to meet demands for 
coin, ought tube invested in Government Securities. The effect, therefore 
of beeping any portion of the deposits in a form which is not available for 
the payment of the notes, is to interfere to the same extent with the bene¬ 
ficial operation of the paper curreucy system. The full amount required 
to maintain the convertibility of the notes has to be kept iu current coin, 
in addition to the uncummt coin or bullion.. In other words, the latter 
is pure loss. 

41. There are other practical difficulties which I will describe in the words 

of Mr. George Arbuthnot, of Her Majesty’s Treasury, to whose mature experi¬ 
ence and excellent judgment in this difficult class of subjects, I have of ten been 
deeply indebted. ff It would be easy to imagine cases in which the Govern¬ 
ment of India would be placed in great difficulty ia attempting to manage 
on its own immediate responsibility and discretion, the issue of notes iu 
exchange for a limited amount of gold coin or bullion. The advertisement 
of a prioe would be an invitation to parties to tender gold; but individuals 
not acting in concert, could not ascertain the quantity which it would be 
safe for them to remit. When it arrived in India, the limit might have 
been reached to which the proportion of gold is restricted b y the currency 
law; and confusion, instead of facilities, m the adjustment of exchanges 
would be the result. Again, the sale of gold when its price might^be 
higher than that at which it was received into the currency chest could 
hardly be undertaken by Government with a view to profit. However skil¬ 
fully such transactions might be conducted, it is hardly to be conceived that 
any Government official could so conduct them as to avoid the risk of 
censure by those whose interests might be affected by the disturbance of 
prices occasioned by the sales; and the probability is, that no official would 
have sufficient experience of business of this nature to enable him to man-IW 
it with safety. ' ^ 





may be offered, with a. proviso that, in places where there is no Mint, it 
shall be optional to receive coin only, in exchange for notes* This option 
has been acted upon in the case of the currency circles recently established in 
the interior, by directing that notes shall be issued only in exchange for coin. 

44. The Indian Mints have always been open for the receipt of silver 
bullion ; and, while the amounts tendered for coinage were moderate, and the 
Mint Certificates were payable at thirty, and afterwards at twenty days’ 
sight, no inconvenience was felt. 

45. But in July 1861, the paper currency system was introduced, one of 
the conditions of which was that notes invested with the character of legal 
tender might be obtained at once in exchange for silver bullion. 

46. This made it necessary that the Mint Certificates also should be pay¬ 
able on demand ; for, otherwise, the bullion would all have been sent to the 
Currency Department to be exchanged for notes, and the notes w rul'd have 
been immediately returned to be exchanged for coin. The result of this would 
have been, that the Currency Department would have become filled with 
bullion and emptied of coin ; in other words, that Department would have 
had to suspend cash payments and declare itself insolvent. 

47. The obligation to pay the Mint Certificates upon demand, involved 
the Government in a f ormidable responsibility. The entire financial ma¬ 
chinery had to be strained to meet the vast amounts of bullion poured in 
to pay for the enormously increased exports. For some months, while the 
usual receipts from opium were suspended and our reserve at Calcutta 
was locked up by the investments male by the Bank of Bengal on its 
own account, under its agreement with the Government, the anxiety 

was very great. It will be seen from the 
Return in the Appendix that £6,310,550 
was remitted in aid of the Bombay Treasury, between the 1st May 
1862 and the 20th May 1864. Since the beginning of last April we 
have had to remit £1,220,000 to Bombay, besides £460,000 in coin 
obtained from the Currency Department in exchange for bullion, 

. 48. I reorder to keep the Bombay Mint at work at the rate of £40,000 a 
day it is necessary that there should be £940,000 of bullion in its several 
departments, and seventeen days intervene between the receipt oE bul¬ 
lion and its issue as coin. If, therefore, there was little or no bullion in the 
.Mint, and a large amount was tendered for coinage, at least £600,000 
would have to be paid before the Mint could deliver any new coin into the 
Treasury. That this is not an improbable contingency is evident 

from the fact that, during the last three years, the silver bullion tendered 
v monthly has ranged from £874 to 

£2,295,552, and that, in the same month 
in the three years, the amounts have varied from £577,709 to 

£2,295,554, and from £874 to £437,481. 

49 . The same state of things prevails at Calcutta and Madras. “ If the 
balance of bullion in the Mint/’ the Master of tho Mint at Calcutta 
reports, “ is reduced to a minimum, as is now being done, it Will be neces¬ 
sary, in the ease of any sudden influx of silver, for the Treasury to be pre¬ 
pared to meet Mint Certificates at the rate of four lakhs a day, for twenty 

days, without counting oh any remittances from the Mint.” 
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50. All idea of Imsbanding the public balances for the public benefit roust 
be cast aside, if they are to be answerable for any amounts of bullion 
which the new necessities of the Indian trade may bring-to our shores. 
So large and unexpected are the demands, that, concurring, as they 
may do, with other exigencies, we may at any time be thrown by them 
into a state of temporary insolvency. Merehants are entitled to have their 
bullion converted into coin at the earliest possible period, but they oan- 
not expect advances to be made upon it out of the public purse. 

51. Although we have been forced, for a time, to pay the Mint Certificates 
on demand, owing to the complication already explained connected with the 
paper currency, we have never conceded the principle which regulates 
every Mint in the world—that of being liable for the value of the bul¬ 
lion only after it has actually been made into coin. We ought, there¬ 
fore, to adopt the true basis of a paper currency, by issuing notes only 
in exchange for coin ; and we shall then be able to return to the former 
practice of granting, as fast as the bullion can be assayed, Mint Certifi¬ 
cates payable after an interval fixed with reference to the average time 
occupied iu coining. 

52. Returns will be found in the Appendix, showing— 

1 st.-—'The total amount of silver bul¬ 
lion received at each of the three Indian 
Mints, in each month, from 1st May 1862 to the 30th April 1864. 

2 ndly.—The total amount coined iu each month. 

Srdly.—The balance remaining uncoined at the end of each month. 

4 thly.—The silver bullion tendered for coinage to the Bombay Mint 
. DO in each month from the 1st May 1861 

App.ud.xB 3. to the 30th April 1864; and. 

5thly.—The remittances made from the 1st May 1862 to the 30th April 
. 1864 to reinforce the Government balance 

at Bombay to meet the Mint Certificates 
and the Secretary of State’s bills. 

53. Previously to the Act of the Government of India, No. XYII of 1835, 

by which an uniform coinage was estafi- 

, k Past ,, reforcnoe tu lished for the British dominions in India, 

the trold coinagem India. ~ , , ,, * 

the Gold Mohur of Bengal, and tbe Star 
Pagoda and other gold coins of Madras and Bombay were a legal 
tender, being valued relatively to silver in the proportion of one to 
fifteen. 

54 . By the Act of 1835, aud a contemporary Resolution of the Govern¬ 
ment of India, gold coins, representing, respectively, 5, 10, 15, and 30 
Rupees, were directed to be coined at tbe Indian Mints; and, although they 
were not to be a legal tender, they were to be received “ and issued ” at 
the public treasures at rates to be fixed, from time to time, by pro¬ 
clamation. 

55 . Tbe rates w&re those denoted by the names of the coins; but it was 
afterwards perceived that the issue of these coius at a prescribed rate was 
inconsistent with tbe fact that they were not a legal tender, and a pro- 


elamation* of January 184.1, authorized them to be freely received at 
the previous rate of fifteen to one, and ‘‘ to be disposed of as might, be ordered 
by the Accountant General or the Accountant of the Presidency/'" 

56. In May 1844, in order to encourage the coining of gold, the reduction 
of the seignorage on gold bullion tendered for coinage from two to one per 
cent,, which had previously taken place at Calcutta in November 1887, 
was extended to the Mints at Madras and Bombay; and it was declared 
that persons delivering in gold for coinage were entitled, as a matter of 
right, to have gold coins returned to them. The seignorage on silver coins 
remained, as before, at two per cent. 

57. In January 1850, the Sub-treasurer at Calcutta reported that the 
market price of the gold coin had gradually fallen to the price at which the 
Government received that coin from the public, and that there appeared to 
be a tendency to a further fall. This was the first notice of. the effect upon 
the currency of India of the increased production of. gold in California; but 
the Government did not at that time consider it necessary to direct any 
alteration in the terms on which gold coin was receivable into the public 
treasuries. After this came the discovery of gold in New South Wales; 
and the Government of India was alarmed by rumours that arrangements 
were in progress for forming connexions with Australia for the pur¬ 
pose of bringing up gold, by a direct line of steam communication, to take 
advantage of the proclamation by which gold was receivable at the 
rate of fifteen to one compared with silver of equal weight and fineness. 

58. In order to avoid the embarrassment of an excessive stock of com 
which was not re-issuable and could not be disposed of except at a loss, 
notice was given, on the 22nd of December 1852, that gold coin would 
no longer be received in the public treasuries. 

59. The course which ought now to be adopted, is to retrace our steps, 

0 ^‘° to be a legal tender in 

addition to silver, at a rate carefully cal¬ 
culated with reference to the relative value of the two metals. 

60. To the adoption of this course, Mr. Wilson objected that “ a con» 

Mr. Wilson’. objection. t0 9V ** S™" «“* o£ “<■“<* is 

nothing more nor less than a contract to 

deliver a given weight of that metal which is the standard at the time 

the contract is made, and that to alter or vary the standard, and to 

adopt another metal because it is cheaper, is simply to enable the debtor 

to break faith with the creditor/ 

This argument h^s been ably and successfully answered by Sir W. 
Mansfield, in the 3rd and 4tb. Chapters of his Minute. He shows 
that money is the measure and representative of value ; and that, wbat- 
may be the current coin in which contracts are expressed, the 
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# “ No gold coin will henceforward be a legal tender of payment in any of the territories of 
the East India Company; but the gold pieces to be hereafter coined will circulate at whatever 
rate of value relatively to the legal silver currency of the country they may hear to currency. 
The Governor General in Council will, from time to time, fix the rate by proclamation in the 
Calcutta Gazette, at which they shall bo received and issued at the public treasuries, iu 
lieu of the legal silver currency ot British India. Until further orders that rate will be as 
the names of tho tokens denote—the Gold Mohur, for 15 Rupees; the 5-Rupee piece, for 
5 Rupees; the 10-Rupee piece, for 10 Rupees; and the 30-Rupee piece, for 30 Rupees.”— 
letter /row the Government c/ India , to the Court of Directors, of June 1835 . 





intention is that the creditor should receive value, without depreciation, 
in any form which may be most convenient to the community to which 
be belongs; otherwise, the State would not be able to change its legal 
tender or expression of value, the effect of which would be, under 
different circumstances, to do real injustice to debtors or creditors. If 
a change of value is taking place by which an ounce of silver will, at 
some future time, be worth more than an ounce of silver now is, we 
ought not to increase the value of debts by declaring that, for all time to. 
come, they shall be paid in coins constantly gaining a higher value than 
was originally attributed to them; and the reverse of this would be 
the ease if sil ver was in a course of depreciation. Including the Local 
Revenue, the Government of India is annually a creditor to the extent 
of nearly fifty millions sterling, more than two-fifths of which depend 
upon permaceut obligations expressed in the legal silver money of the 
time, or upon obligations similarly expressed for long terms of years. 
The same Government is also a debtor to the extent of rather more than 
twice its annual revenue. Accordiug to this view, the State is chiefly inter¬ 
ested iu maintaining the rights of creditors. But, according to the 
broad and just view, the real concern of the State is to maintain the integ¬ 
rity of all contracts, public and private, and to promote general con¬ 
fidence and good faith, by so regulating the circulating medium, that, as 
fat* as possible, no enhancement or depreciation of value shall take place 
to the advantage of debtor or creditor. 

61. Closely connected with this, is the question of the double standard of 

The question of the double standard. Value, f 

The popular sentiment coincides with the opinion of Mr. Locke, Mr, 
Harris, and Lord Liverpool, that the principal measure of property should 
be made of on% metal only. 

And, in fact, although it may be necessary for a time that fcwo metals 
should be legal tender, only one metal can practically be the standard of 
value. 

62. However accurately the value of two metals may be adjusted to each 
other, the vicissitudes of production, the necessities of commerce, and the 
convenience of daily life, ever cause slight variations between the market 
value of the two, and the cheaper metal becomes the principal medium of 
exchange and the standard of value. 

63. It would seem to be a result of general experience, that uationg must 
pass through this stage.before they arrive at a satisfactory state of their 
currency, 

64. British currency went through a series of alternations between gold 
and silver until a gold standard, with a subsidiary silver token coinage was 
finally established in 1816 by the 56, George III. C. 68, 

65. The experience thus acquired was employed in 1838 and the following 
years in reforming the metallic money of the British Colonies, which had 
fallen into a confused and unsatisfactory state, and peremptorily re¬ 
quired the interference of the Government. This was done by rating 
the foreign gold and silver coins current in the different Colonies at then- 
proper relative value to sterling money, and making them legal ten¬ 
der in common with sterling money. The discoveries of gold in California 
followed after an interval of some years, and silver then ceased to cir- 
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eulate, except as tokens for the fractional parts of the pound sterling, and 
the British sovereign was established as the sole standard. The first of 
these changes was an administrative operation. The second was a natural 
result. They were both eminently advantageous. The whole process is 
ADMdilBa described in the extract in the Appendix 

from Memorandum by Mr. George Arbuthnot, 
dated in August 1858. It will he seen that ho speaks of the proceedings for 
the “ concurrent use of the British with the foreign coins at the rates 
assigned to them/' as having been “attended -with perfect success;” and 
says"’that the subsequent transition from a silver to a gold standard “ was 
effected without disturbing contracts, and without detriment, therefore, to 
the community at large.” 

6(5. Our example was-followed by the United States. By the law of 1849, 
golden dollars of a certain weight and fineness were legally declared to he 
equal to the silver dollar. In 1858, the old full weight silver coin having 
been in great part absorbed as a commodity of trade, and the national 
reserves now consisting almost entirely of gold, the intrinsic value of the 
silver coins was reduced, (the dollar from 4124grains to 384 grains,) so as 
to make them tokens, like the English silver coins, limiting their tender 
to five dollars, and thus adopting a single standard of gold. 

67. A similar change has taken place in France. Since the decree of Napo- 
leon in 1801, a double legal tender has prevailed. From 1801 to 185D, gold 
had a tendency to vise, and it consequently disappeared from the ordinary 
circulation and commanded a premium; bub the price having fallen some¬ 
what below the fixed rates since the discoveries in California and Australia, 
the standard currency of the country and its reserves now consist of 
gold, a»d the silver coin, which has not been exported, in consequence of 
its having been reduced by wear below its full value, is ‘fast passiug 
into the state of a subsidiary token coinage.* 

68. As in the British Colonies, so in the United States and France, the alter¬ 
native legal tender caused no inconvenience in measuring values ; and the 


* Since this was written, I have seen from the Newspapers that the French flovernment has 
determined to reduce the half and quarter francs from 900 parts of pure silver and 100 alloy to 
035 p urc and 165 alloy ; in othor words, to make them avowedly tokens, which they had really 
already become by wear. The five franc pieces of the coinage of the years till 1$3<J were always 
better than standard, but from 1844 to the present time they have been below their standard, 
and the coins of the present day are worHe than any. The following* is an abstract Statement 
of five frano pieces received into the Calcutta Mint during 1863-64 


Weight in Tolfths. 

Aeaay. 

Nett value in 
Rupees issued in 
Mint Certificate* 

Nett value at 
French standard 

9JO Touch, or 

4 dwts, in the Pound 
Troy, worse than 
Indian standard 

Loss to importers 
from difference 
between actual 
assays and French 
standard. 

Es- A. P. 


Ss. A. P. 

Es. A. P. 

Es. A. P. 

67,98,291 9 0 
40,40,187 14 0 
11,933 0 0 
13,208 2 0 

4 dwts. worse. 

4* do. 

5 d». 

5J do. 

55,73,318 1 2 

38,74,439 2 8 
11,413 14 5 
12,607 7 9 

55,73,818 1 2 
38,83,428 9 8 
11,469 5 11 
12,695 10 5 

Nil. 

8,989 6 9 

52 7 6 

88 2 8 

98,63,620 9 0 

»*• 

94,71*78! 10 0 

94,30,911 10 11 

9,130 0 11 
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accession of gold, mb the sole standard of value, did not affect, in any percep¬ 
tible manner, prices, obligations, or interests of any kind whatever. 

69. |b will, be seen from the papers describing the currency of Ceylon, 
‘ . _ w which form the last number of the Appendix 

Appeiia j. • that Ceylon, which is an integral part of 

India, is considered to owe to iss double standard its comparative im¬ 
munity from the severe monetary crisis through which India has lately 



I have no further, argument to urge for the adoption of gold in British 
India as an auxiliary currency. Monetary science is eminently experi¬ 
mental ; and if the point-has not been established by the examples which 
have been adduced, no &priori reasoning would suffice. 

70. If the expediency and safety of the first step has been proved, I do 

Subsequent steps of the process. » ot to follow the process through its 

subsequent stages . I he change should, or 
course, take place with the utmost attention to the.habits and feelings o£ 
the people, as recommended by the Chambers of Commerce. What I pro¬ 
pose is, not ati immediate or entire substitution of gold for silver monoy, 
but the gradual addition of gold money to the existing silver money. Both 
metals are held in esteem by the people on account of their intrinsic value, 
and for along time they would have a concurrent circulation. The first 
effect of the admission of gold into the oun«ncy would be to raise the value 
di- gold, because it won! d release an equivalent amount of silver. In other 
words, a tendency would be created to lower the value of silver, and, so far, 
an advantage would be given to silver in maintaining, its place in the 
circulation. The ultimate effect would, probably, be that, partly from a 
slight additional fall in the price of gold in India arising from causes 
which will he hereafter more fully explained, and partly from the superior 
convenience of that metal in making the larger payments, the currency and 
reserves o! the country would become gradually filled with gold, and the time 
would then arrive for considering the propriety of converting the silver coin¬ 
age into a subsidiary token coinage. Perhaps, as in Prance, the silver 
coinage, not being renewed, and becoming by wear le^s than its full 
nominal value, would of itself subside into a token coinage, and the people 
of India would be gradually eduontutl to leeerio such a coinage as represent¬ 
ing a value which it, did not intrinsically possess. 

71. Commerce would be greatly facilitated by the establishment of one 

Advantage of an uniform standard uniform standard, medium of exchange 
of exchange. throughout the British Empire. This is au 

advantage of extensive empire, .including dependencies in different parts of 
the world, which ought to be utilised for the public benefit. A similar 
advantage was formerly derived from the general currency which the Spanish 
dollar obtained. Owing to its superior convenience and other causes, tbe 
British sovereign would, if fair play were given to it, come into more 
extensive use lhau the Spauieh dollar ever did. 

72. One of the first results of the discovery of the Californian gold field* 

Assimilation of the English and a us* was, that tile .tiscitbl laneall and Eevant 
traUnn sovereign- were swept of dollars for transmission to 

the East, and sovereigns were substituted for them. After the discovery of 
the Australian gold fields, a branch of the Royal Mint was established at 
Sydney for the coinage of gold in accordance with the standard of weight 

a 





and fineness of the currency of the realm. The superscription, however, 
was different, and the coin was made a legal tender ouiy in the Australian 
Colonies. Its currency has since beeD extended by Royal Proclamation to 
other possessions, of the Crown, vis., Mauritius, Ceylon, and Hong-Kong. 

*8. In May 1862, a Select Committee of the House of Commons was ap¬ 
pointed to consider and report on the expediency of legalising the circula¬ 
tion in the United Kingdom of the sovereigns coined at the branch of the 
Royal Mint at Sydney. The Committee reported that, although the 
sovereigns coined at the Sydney Mint might “be considered perfect as regards 
fineness and weight/’ and were, in fact, more valuable than the Tower 
Hill sovereigns, because, whatever silver there was in the gold found in 
Australia, it remained in the coin as part of the alloy, the sovereign m^ule 
at the Royal Mint had a preference over the Sydney sovereign wherever 
both were in ^ circulation; that this was entirely due to the fact that the 
Sydney sovereign was current in Australia alone and in a few of Her 
Majesty’s distant possessions, while the English sovereign had a circula¬ 
tion throughout the realm; and that “the inconvenience resulting 
from this limit on the circulation of the Australian sovereign is 
particularly experienced in the large trade carried on between Australia 
and our possessions of Ceylon and Mauritius, where this coin has been 
declared current by Royal Proclamation. In this commerce with our 
possessions, and also with India, Manilla, Java, and other countries,, 
into which Australian gold coin largely enters, there is no doubt but 
that the Imperial sovereign is more highly’ valued than the sovereign 
issued at the Sydney Mint.’ - The Committee, therefore, recommended — 

'* 1*^.—That gold coin should be issued from the Branch Mint at 
Sydney, havingcurreucy in all parts of the British dominions where gold 
coin minted in London is current. 

“ 2nd .—'That the coin struck at the Sydney Mint should have, as nearly 
as possible, the same alloy, and the same quality of execution and dura¬ 
bility as that struck at the Royal M int in London, 

u 3rd ,—That the coin should also have a Mint mark sufficient to indicate 
at least to bankers and others, the Mint whence it issued. 

*• 4th ;—That an adequate Mint charge or seignorage should continue 
to be levied, and 4hat the Imperial Government should stipulate for its 
being kept at such an amount as to prevent any undue inducement to the 
importation into the United Kingdom, of gold in coin rather than in bars. 

“ That arrangements should be made for withdrawing from cir¬ 

culation, arf speedily as possible, the existing Sydney gold coinage. 

“Mb .—That the charge for the Branch Mint should be provided for 
by permanent appropriation by the Legislature of New South Wales, 
rather than by an annual vote.” 

74, These recommendations were accepted by Her Majesty’s Government, 
and a Treasury Minate was recorded on the 22nd of June last, stating 
that <( My Lords are satisfied with the disposition shown by the Legisla¬ 
ture of-New South Wales to pass an Act for this purpose, the Bill intro¬ 
duced this year having been withdrawn only on account of a technical 
object on not affecting the principle of the measure ; and they are willing 


«* 

to submit, a Bill to Parliament, ae proposed by the Governor of New 
South Wales, conditionally, enabling Her Majesty to declare by proclama¬ 
tion, coins to be issued from the Branch Mints of New South Wales 
corresponding in the essential particulars regarding the standard of value 
and denomination with those issued from the Royal Mint of London, a 
legal tender of payment in tbe United Kingdom. The effect of such an 
enactment will be to enable Her Majesty to give currency to the 
Sydney gold coins, in all parts of Her dominions in which gold coma issued 
from the Royal Mint in London are a legal tender.” 

75. The Minute then states that this measure must be guarded by the 
precautions recommended by the Committee, of which the imposition 
of an adequate Mint charge is the one of most immediate importance. 
This charge is proposed to be fixed at 3d an ounce of gold coin, which 
is*the estimated cost of coinage on all gold returned in coin to the im¬ 
porter; and it is explained that this is to be over and above, 1st, the charge 
n ado at the Sydney Mint tor prompt returns, whether in coin or bar gold, 
analogous to the charge of \\d* allowed by law at the Bank of ^ hug- 
lend for immediate returns in exchange for bullion; 2nd, .he caarge, 
if any, which may be incurred for assay and refining; 3rd, the duty, 
if any, imposed, by Colonial Act, on gold imported into the Mint as tub 
equivalent of an export Customs duty. 

76. The 2nd and 3rd recommendations, the Treasury Minute proceeds, will 
be the subject for futuva consideration when the necessary statutory powers 
shall have been obtained; but, although identity in quality of execution and 
durability between the coin struck at the Sydney Mint and that struck at 
tbe Royal Mint of London, may properly be kept in view as an object of 
u'timate attainment, it would not be expedient to lay down any positive 
regulation regarding the character of the alloy to be employed. 

77. It will thus be seen that tbe only external obstacle to the supply of 
India with ihe standard gold coin of tbe British Empire is about to be re¬ 
moved. Australia in the greatest existing source of supply of gold ; 
and both from proximity aud from the course of trade, she ought to be 
bound up with India in a peculiar relation.* The perfected, authenticated 
produce of the Australian'gold fields ought to have the same advantage as 
the Spanish dollars coined at the mine's mouth had in former days. 
But, instead of this, it. must either be sent to England to be re-coiried and 
forwarded to India charged with all the expenses of this circuitous route, 
or, if sent direct to India, it must be disposed of at a loss compared with 


* There are political and moral, as well as economical relations involved in the connection 
between Australia and India whioh wore alluded to by me in a letter published in the 'limes on 
fi,; B subject in February 1850. “England has a southern as well as eastern empire. One 
empire U Christian, the other is Heathen. One is young, self -governed, full of vitality composed 
of men of our own nation and language; tbe other is the oldest existing community m the wprld, 
abounding in latent, resources, but helpless, dependent, and requiring the aid of a ihore 
enorgatio race to rise to a higher state of social audI moral existence That these t wo empires 
should ho closely connected with eaohothor, as well as with the metropolitan country greatly 
couoems the interests of all. The tropical productions of India meet with a ready sale in 
Australia, but the oront staple of Australia is excluded by Mint Regulations from India. 
Australian men would coma in -the wake of Australian gold, and another branoh of the 
Amrto-^axon family, singularly adapted for the work by experience and genius, would oo* 
operate with us in the organisation of Indian industry." 
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the Britiaii sovereign. For the future, there is to be only one sovereign, dis¬ 
tinguished merely as to its place of manufacture by a iVEint mark which 
will require a magnifying glass to be detected. 

78. TLe Committee abstained from entering into the question ** whether 
the Mint would have been better placed at Melbourne than at Sydney; 
or if a Mint, should not also be established at Melbourne j'" but in another 
part of their Report, they gave the following indication of what their 
decision would have been : " the character of a coinage, whether produced 
at one or at many establishments, must depend on the honesty and integ¬ 
rity of those charged with its superintendence, and there is no reason to 
doubt that,, with a well-regulated establishment and proper control, Mints 
conducted for the advantage of the subject, and not for the exclusive 
benefit of the Crown, inayf usefully bo established wherever there exists‘an 
extended market for bullion, 1 * The Treasury Minute contains the follow¬ 
ing reference to this part of the subject :— <( IVty Lords would, have been 
ready to have entered into this question if required to do so, as prelimi¬ 
nary to any measure for declaring sovereigns and other gold money, 
coined in Australia, a legal tender of payment in the United Kingdom ; 

«bnt, as it has not been raised by the colonies immediately concerned, 
though ample time has been off< red for its consideration since the publica¬ 
tion of the report, their Lordships feel themselves warranted in passing 
it by, and applying themselves to the proposition now before them from the 
Colony of New South Wales/* 

India has no slight’ interest in this question. The precious metals are 
imported at a particular season of the year to meet the urgent necessities of 
trade. They are wanted in the form of coin, to be sent at once into the in¬ 
terior, to pay for produce; and every day's delay is a loss to the holder and 
an injury to trade. But, as the precious metals are received in vast quan¬ 
tities at a time, ib is impossible that any Mint, however powerful, can con¬ 
vert them into coin as fast as they are required. One of the advantages of 
adopting the sovereign as the standard gold coin of India, will be that, as it 
is the sole standard coin, of the rest of the British Empire, it may be imported 
ready for use; but this advantage will be in a great degree lost, if the 
principal Australian gold held is unprovided with a Mint, 

79. Major Ward, the Master of the Sydney Mint, wrote to me in Febru¬ 
ary last ,—“ Your acceptance of our coin, or, as it then will be, the im¬ 
perial sovereign, as a legal tender in India, would increase our work, and 
we could produce for your circulation alone some £4,0.00,0.00 sterling per 
annum ; and if a Mint be established at Melbourne, three times that quan¬ 
tity/* This supposes that nearly the entire annual produce of the Australian 
gold fields would he coined and sent to India. Sucb, I. believe, would be 
the case, if a Mint were established at Melbourne, and if legal restrictions 
existing in India and Australia were removed. The proximity ot Austra¬ 
lia makes that country the natural source of supply for the east, as Cali¬ 
fornia and Russia are for the west. 

The produce of the Australian gold fields has of late years shown a de¬ 
cided tendency to fall off. Universal experience proves that, owing to the 
nicely balanced state of the market for the precious metals, they are not 
a fit subject for an export or import duty. The steady diminution of the 
gold supplied from the Victorian fields will be seen from the following 
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rat met from the Report of the Registrar General of the Colony on 
quantity of gold exported during the last twelve years r— 
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145,147 

2,724,033 

3,150,021 

2,392,065 

2,793,065 

2,985.669 

2,761,628 

2,523.188 

2,280,676 

2,166,661 

1,967,420 

1,658,285 


Value# 

£ 

680,587 
10,899,733 
12,600,083 
9,668,2('.2 
11,172,261 
21,942,783 
11,046,1 1 3 
10,112,752 
9,122,702 
8,626,642 
7,869,758 
6,685,192 


And it appears from another source that during the first half oi 1863 gold 
was exported only to the value of £3,298,986, which shows a still de- 
creasing rate* 

80 Assuming the basis of the change to be that the sovereign and half,- 
Hovv the sovereign should be rated sovereign are to be made legal tenner at 

in n fereace to the rupee, India, the only reufcuuing question is how 

they are to he rated in reference to the rupee. 

Certain general principles may ba confidently laid down, 

81 The first and most essential of these is, that the rate oxed should be 
rat her*below than above the present price of gold.. The danger to be avoided is 
an undue interference with existing contracts. If the rate were fixed too high, 
debts could be paid with a.smaller value than that tor which they had jeeu 
contracted ; silver would be practically demonetised; a large quantity of 
o>old would be suddenly required to carry out the change ; and the resu t 

apprehended by the Calcutta Chamber of Commerce would be realised, “ of 
i> reat derangement in the commerce and finance of India, and probably also in 
the mouey markets of Europe.” The rest would right itself in time ; but 
the fraud committed upon creditors would be irremediable, for, when Con¬ 
tracts have once been interfered with by an alteration of the measure of 
value, there can for them be no return to the former standard, On the other 
band, the worst that could happen from rating the sovereign too low, 
would be that the operation of the measure would be retarded; but no 
other harm would be done, and the object might still be attained by a 
revised rating in which the sovereign would be placed somewhat higher. 

82. I he sovereign must be rated, not with reference to its value in Eng™ 
hind hnh solely with reference to the cost at which it can be obtained from 
the cheapest source of supply, that is, from Australia. 

It is very desirable that the rate should, if possible, be so fixed as to 
avoid an inconvenient fraction. The countless repetili 'U ol the calculations 
involved in the existence of such a fraction .would seriously detract from 
the advantages of the measure. For a long time the exchange between 
India and England has been so near two shillings for the rupee, that this 
has been fixed from year to year, for the adjustment of the accounts be¬ 
tween Her Majesty's Indian and Ho t e Governments. J’he same rate b is been 
adopted in the financial accounts, and is extensively used in private transac¬ 
tions. The public mind is therefore already accustomed to this rate of con- 
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verting the rupee into sterling, and it is in itself the most convenient possi¬ 
ble, It offers the following simple decimal proportion 

Bs. 

*rOO=,ei. or one sovereign —10 

■50.= 10s‘., or half-sovereign . „ , , , , . =s ,5 

The Madras Fanam, which, not long ago, was the favourite coin o£ 
the south of India, was worth Rs. 5-6-6. When Mulmj was besieged in 
Mooltan, being short of silver to pay his troops, but having forty lakhs of 
Rupees hoarded in gold, he coined the whole of it into pieces which passed 
for one Rupee. These have since been in great request. 

83, Sir C. Wood attached so much importance to the possibility of adopt- 

into rupees, that, in a 


sovereign 


mg a convenient mode of converting the 
Despatch dated the 2nd of May 1861, he stated the question of the introduc¬ 
tion of a gold currency into India as depending upon it — u 1 am not in¬ 
sensible to the possible advantage which might arise from the introduc¬ 
tion of the sovereign as the current coin of India (as it is, I believe, in 
Ceylon); but at the present relative intrinsic value of gold and silver, no 
combination of Indian coins can express t.he value of the sovereign. If, 
by any change in the relative value of the two metals, a sovereign and 10 
rupees were to become of equal intrinsic value, the sovereign might 
readily be introduced, and become the standard coin of India; but at 
present it can only be taken at its value as gold, and that value will vary 
from time to time, according to the demand at the moment for that met*).” 

84*. The reform of the currency of the West India Colonies was much faci¬ 
litated by what Mr. Arbuthnofc calls (t a fortunate coincidence of principle 
and convenience,” i.e. t the rating of the Spanish and Mexican dollar for 
circulation at 50 d. This valuation afforded a simple rule for the “conver¬ 
sion of the dollar into the denomination of British money, and it equally 
facilitated the conversion of British money into the decimal system of ac¬ 
count founded on the dollar, as the half-penny represented the lOOth part 
of that coin.’-* 

85. I am disposed to think that, although a sovereign and 10 rupees 
Lave not become of equal value, they have sufficiently approximated to allow 
of an auxiliary gold currency being successfully introduced at that rela¬ 
tive valuation. 

We have seen that, for the ordinary computations of public arid private 
transactions, the sovereign and 10 rupees have actually been accepted 
as being of the same value, 

A rupee contains 165 grains of fine silver, which at 5#. per oz. of standard 
silver is worth Is, 10~ d. This was the official valuation of the rupee, 
according to the prices prevailing in the London market before the gold 
discoveries. In the years 1862 and 1863, the average price of bar silver 
in the London market was 5.?. 1 %d. } at which rate the rupee is worth 
1 *. 

86. But the real practical question is, not what the rupee is worth in 
London, but what it is worth at Calcutta. According to the calculation 

contained in the valuable paper in the Appen- 
ppon ix i.. dix, entitled “ Remarks on the importation of 

bullion into India with quotations,” which has been kindly furbished to 
me by Mr. Dunlop, the Manager of the Calcutta Branch of the Agra 
Bank, 5*. 1|^. per oz. cost in Loudon gives the rupee at Calcutta at a cost 


«j£ 2-V05<l., after computing freight, insurance, brokerage, etc., at Si per 
cent., and duly allowing for the Mint seignorage. 

87. Mr. Dunlop elsewhere says- 4, if a gold currency were to be introduced 
into India, and the Calcutta Mint purchasing price was fixed at the 
same figure as that of the Bank of England, £3-17-9, or Bs, 38-14-0 per 
oz., or ~Rs. 14-9-3 per tolah, an importer from Australia would obtain his 

coin at a cost of 26-. 0^-d. per rupee from Sydney, and 2s. per rupee 
from Melbourne, whilst an importer from England would obtaiu his rupee 
at a cost of 2s. Cf d. 

“ The importers of coin, if the sovereign were accepted in India as a 
legal tender for 10 rupees, would obtain their rupee at 2.v, Of<2. from 
London, and at 2s. 0 T r ^ d. from Australia. 

As the experience of practical men is of the highest value in such a ques¬ 
tion as this, I have inserted in the Appendix 
Appendix YV. a letter from the Hobble Claude Brown, of 

the house of Jardine, Skinner & Co. The facts stated in this letter 
furnish reliable data ; but Mr, Brown, will judge, after reading this Minute, 
bow far bis inferences ought to be modified. 

88, Australian sovereigns can be laid down in Calcutta at Rs. 10-2 -6 each. 
The actual rates at which they were sold from the 6th of January 1859 to 

the 8th of June 1864, will be seen in the 
Appendix vv, iable III, Appendix. They vary from Rs. 9-15 to 

Its. 10-10. The average of the year 18f>9 is Rs. 1.0*5-4|; of 1863 Rs, 10-3*5 ; 
and ol the first six months of 1804, Rs. 10-1-4. The latest information 
1 have is contained in the following extract from a letter from the Hon'ble 
Claude Brown, dated Calcutta, 28th of June —■* Tue arrivals of gold in this 
market still continue so much in excess of demand that 22 <?arat fine is 
not saleable at better than Rs. 14-7 to Rs. 14-7-6, a price which would 
admit of the sovereign being turned out at the Mint at the required cost of 
10 rupees.” 

89. It will be seen from the interesting papers, which form the first number 
of the Appendix, that the rates at which the sovereign passes in Upper 
India soareely exceed those which prevail at the Ports. This is explained 
by the fact that gold is so much easier of transport than silver, that its rela¬ 
tive value to silver is rattier less at Lahore than it is at Calcutta.* It 
will also be seen that everybody is agreed at Delhi, Lahore, and Umrit- 
s ur, that the sovereign ought to be made a legal tender at 10 rupees. 

90, In Australia a duty of Is. 6 <d. is payable at the Customs for every oz. 
of gold exported, for which a duty of 1$. 3d. for every oz. of standard fine¬ 
ness is substituted upon that portion of the gold which is brought to the 
Royal Mint at Sydney. This difference is intended to equalise the charge 
upon .two descriptions of metal j the raw gold, as produced from the mines, 
being considered generally better than standard gold to the extent of 3d. per 

Besides this, a charge is made at the Sydney Mint for melting, assaying 
a nd coining, of one per cent, upon quantities below 1,000 oz., and of 

* Tins opens to view another important result of a gold currency. Combined with rai wavs 
and the paper currency, it will have n great effect in equalising the internal exchanges. Th 
eubstitut'on of gold and paper money for the cumbrous silver medium will also allow oftho 
public expenditure being carried on with a smaller average balance, and a large amount of 
silver will be thereby set free. 






•$ per cent * upon larger quantities. If it shall be' determined to adopt an 
alternative legal tender of gold and silver in India, hanging on an 
uncertain balance, the expediency of maintaining these charges will proba¬ 
bly be reconsidered, No revenue, which the Australian Colonies are likely 
to obtain from them, can be compared with the advantages they would derive 
from the unlimited demand for their great staple, which would be 
the consequence of it® really becoming a component part of the cur* 
reney of India. The 1?. 6d., or Is. Sd. the ok,, is an ordinary export 
duty upon gold, treated as an article of merchandise. The additional Mint 
charge of 1 per cent, was described by Mr, Miller, of the Bank of England, 
jn his evidence before the Select Committee on the Sydney Branch Mint, 
a® {{ very extravagant indeed/' 

SI. The establishment of a regular trade, embracing England, India, and 
Australia in a connected process, would also somewhat reduce the price 
of gold in India, and would give increased steadiness to it. Up to the 
moment of its absorption into the currency, every ounce of gold which 
reaches the shores of India is an article of merchandise, affected by all 
the conditions which influence commercial transactions; and it is,a well- 
known rule that, while high profits are necessary for isolated, exceptional, 
one-sided operations, a low average rate suffices for a settled trade in 
which several profit® and freights are obtained in a connected series. 

92. 'While Australian sovereigns can now be laid down to Calcutta at* 
Re, 10-2-9 each, English sovereigns can only be delivered at Rs.10-4-10. This 
shows how completely this is an Indian and Australian question in its practical 
details. Although England is deeply concerned, it is only through the in¬ 
terest she has in her commercial and other relations with India and Australia, 

93. Alter making all these allowances, the sovereign at 10 rupees would 
probably still be undervalued as compared with silver; but the use of gol ( * 
as rpouey is attended with so many advantages, that it would, notwith¬ 
standing, be preferred in all but petty transactions. If i am right in this 
conclusion, the object we all have in view will be attained. When sover¬ 
eigns are tendered at 10 rupees, creditor^ will get something more than 
they are entitled to, and yet sufficient motives will not be wanting to main¬ 
tain sovereigns in circulation, 

94. My proposal, therefore, is, that sovereigns and half-sovereigns accord¬ 
ing to the British and Australian standard, li-lsifchs fine and £3-17-104 
an oz., coined at ary properly authorized Royal Mint in England, Aus¬ 
tralia, or India, should be declared legal tender iu India at the rate of 
one sovereign for 10 rupees; and that the Indian Mints should be open to 
the receipt of gold bullion on the above-mentioned terms to be re-deli¬ 
vered in coin at a charge merely sufficient to cover the cost of manufacture, 
which is much below the present charge of 1 per cent. The Mint 
charge on silver should be maintained at the existing rate of’2 per 
cent. The Government currency notes would be payable either in rupees, 
or in sovereigns at the rate of 10 Rupees. No bullion, either gold or 
,.i!ver, should, for the reasons already explained, be received in exchange 
for notes. 

95, Mr, Claude Brown remarks—“that under such an arrangement, sovereigns 
would be.readily and Jrapidly received into generd circulation, I have little 
ooubt, but the first and most essential condition is that some one must pro¬ 
vide the sovereigns, and my difficulty is that I do not think it can be done 


at the price/- 1 My answer ip that gold, in general, and the sovereign, 
in particular, are already provided in vast quantities, and that the motive* 
w |,jch have produced this great importation are likely to be increased by 
making the sovereign a legal tender at Bs. 10. 


unnecessary for me to enter upon 
some considerations, which have usually been 
much dwelt upon in the discussion of this 


96. The view 1 take has rendered it 

Concluding observations. 

subject. 

97. 1 freely adroit the boarding propensities of the people of India, aris¬ 
ing from habits induced by ages of misgoverument. The Government of 
India bus been a still greater offender, owing to the enormous cash balances 
held by it, which, taken together with the numerous and large reserves 
kept by the Native States, probably amount to more than is hoarded by 
all the ryots and other private persons throughout the country. Mysore, 
wbioh is under our own management, had upwards of £1,000,000 until a 
portion of it was lately invested in Government Securities; the petty 
principality of Kir wee had a treasure amounting to more than £600,000, 
which was never heard of until it was captured by our troops ; Saadat 
Ali’s Lucknow treasure was about £8,000,000 ; and the third-rate State 
of Scinde had £470,000. These last have disappeared; but their recent 
existence is illustrative of the prevailing practice of Native States. 

98 I also entirely agree with the position which has been so clearly estab¬ 
lished by Captain Lees in his valuable and interesting book on “ The Drain 
of Silver to the East,and the currency of India/’ that, partly owing to the 
change from a Native to an European form of Government, partly to the sub¬ 
stitution of money for barter in remote districts, but chiefly to the genera) in¬ 
crease of prices and wages and the vastly augmented amount and number 
of transactions,, the requirements of India for coin for currency purposes 
are only beginning to be felt, and that, notwithstanding every aid that 
can be given by the extension of paper money and credit, the ultimate 
demand will exceed any thing of which we have yet had experience. 

99. The channels of circulation, according to the actual habits of the people 
and their existing modes of transacting business, have, for the moment, 
been filled by the enormous amounts of silver which have, of late years, 
been poured into the country, and this is one of the causes of the great in¬ 
crease in prices which bag taken place. Nevertheless, the craving of this great 
population for the precious metals remains ur. satiated, and silver and gold 
are the only articles they are willing to accept in unlimited quantities in re¬ 
turn for their immense supplies of valuable produce. The basis of the 
question is, therefore, a mercantile one, and it »s only incidentally a 
monetary one. The people of India mill have the precious metals in re¬ 
turn for their produce; and the point for decision is, whether, owing to our 
Mint Kegulations, their demand shall continue to fall in undue proportion 
upon silver, or shall be proportionally divided between silver and gold ; the 
value of the annual production of goM being two and a half times that of 
silver, and gold being about fifteen times more efficient, as a circulating 
medium, than equal quantities of silver. 1 mean that, if a given price 
has to be paid, the quantity required to be used will be less by about fifteen 
times if it is paid in gold,- than if it is paid in silver. 

100. When the power which India has of absorbing the precious metals 
shall be turned in equal proportion in the direction of gold, there will no longer 


be any solid ground for apprehending a progressive depreciation of the value 
of that metal throughout the world. The new demand for gold will then 
be fully on a level with the new supply. 1 agree with Mr. Jevons in 
thinking that “ the ultimate effect of the late gold discoveries will be to 
render gold more than ever the pre-eminent and natural standard of 
value. The greatly multiplied mass of gold in use, the increasing area of 
production, and the greater variety of nations which share in its produc¬ 
tion, will finally render it far more steady in value even than it has been. 
In becoming more abundant, gold will become more than ever, the natural 
international currency, by the flow of which the balances of the exchanges 
of nations will be adjusted. It will become more generally the money of 
the wc§id. M 


Minute, dated 4tii August 1864, by His Exoellenoy Sir William Maws- 
held, K.C.B., on Sir Charles Trevelyan's proposal to value the 

SOVEREIGN AT TEN RUPEES IN THE INDIAN CURRENCY. 

J am under great obligation to Sir Charles Trevelyan for the very kind 
manner in which he has been pleased to allude to my Currency Minute dated 
8th March 1864. 

2. It is a matter of no ordinary satisfaction that my argument and theo¬ 
retical conclusions should have been able to arrest his attention. 

3. This being so, it is with unfeigned regret that I am obliged to say 
that I am not convinced by Sir Charles Trevelyan’s reasoning of the sound¬ 
ness of the measure by which he proposes to commence the conversion of the 
silver currency of India to a golden one. 

4. The measure to which I allude is the legalizing of the value of the 
sovereign in ten rupees For tender of payment, while the sovereign is really 
worth more than that sum. 

5. The question of respective values of gold and silver in India, as 
determined by experience during the last few years of expansion of trade 
and increase of gold production, has the most important practical bearing. 
On the successful appreciation of it may be said to depend the ultimate 
success of the great reform, the entertainment of which has been sanctioned 
by the Right Honourable the Secretary of State for India, and by the 
Viceroy and Governor General in Council, 

6. I have ventured to remark once before at some length on the details 
* vide Chapter XI and Ap- of this matter,* and it is satisfactory to observe 

pendices of Minute of Maroh. that the calculations and statements of value 
| vide Appendix No. vv to thus offered at Bombay receive support from 

Charles Trevelyan a Minute, those independently prepared at Calcutta. + 

7. Thus the Honourable Mr. Claude Brown shows by a calculation of 
averages that the sovereign has in Calcutta of late years maintained about 
the same value as it has in Bombay, the cost of the sovereign hiing now, as 
he states, with regard to the gold it contains, worth ftl0»2«ll, and with 
the additional one per cent, for seignorage ft 10-4-6 ; consequently, Mr. Brown 
observes that, under the arrangement proposed by Sir Charles Trevelyan, 
sovereigns would be readily and rapidly received into circulation ; but the 
first and most essential condition is that some one must provide the sover¬ 
eigns, and that bis difficulty is that he does not think it can be done at the 
price, 

8. It may here be said that in the price of gold, as shewn by the sover¬ 
eign, it is well to banish from our minds the distinction between Australian 
and British sovereigns, except such very trifling difference of value as is, I 
believe, supposed to exist between the two coins. 

9. The price of gold in India, where the metal is viewed as a commodity 
of import, is, of course, regulated by the price it hears in the country where 
it is most cheaply produced, to which must be added all other charges. 

10. The freight and loss by interest being less on gold imported direct 
from Australia than if the same gold had made the circuit of the world, it 
follows that gold imported by way of Europe must accommodate itself to the 
superior cheapness of Australian gold; in other words, that the price of the 
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IftUer in India rules the price of all other gold from wheresoever it tnay 

C!Jli li, This is actually seen to be the case when sovereigns, whether- British 
or AuBtralian, are considered as a matter of commerce. The exceptional 
taking up of the former for the use of travellers on their road to England, 
has no practical effect as regards the real price of gold. On the sailing of a 
steamer, English bank notes are sought and paid for exceptionally on account 

of such personal convenience. . 

12. The price of the sovereign in India, as an article of commerce, having 
thus depended on the marketable value of gold, it has been seen in the two 
preat marts of Calcutta and Bombav that that price has on an average of 
years been slightly more than, ft 10-4-0, although the sovereigns are treated 
"in their character of gold without respect to Mint or seignorage charge. 

13. Consequently Sir Charles Trevelyan’s price, to which he desires to 
give a le<ral sanction- for tender of payment, is, at the least, six-pence less 
than this average value of the sovereign, or about per cent, as hitherto 

!)U 'l?The question therefore arises, to put Mr. Claude Brown’s doubt in 
another form,—who is to bear the loss o! the 8^ per cent., ? 

15. It will be understood that if the Mint can find the gold, the people 
will be only too happy to exchange their rupees at a rate which will give 
them six-pence, or four annas, on the changing of every packe t of ten rupees. 
But is the Government prepared to lose the six-pence,, or, in other words, the 
124 per cent. ? 

16. Surely we cannot expect, except in the case of extraordinary dearth or 
silver that the people will pay in gold when to do so causes them a loss of 2| 
per cent, on their transactions. On the contrary, they will continue to pay in 
silver so long- as gold remains at a premium in the market, as compared with 
the rate fixed for the opfciona legal tender. 

1?, Gold would then be issued at that low rate only at Government 
Treasuries, and the Government, receiving silver in payment of revenue, 
would then be the sole loser. Government would therefore be driven to 
make all its payments in silver, to prefer silver as the means of redeeming 
the eurrency notes, and therefoi a to defeat the measures it is now bent on. 

introducing- , _ . 

IS Another question also surges up. It may he asked why is per cent. 

to be- added to the value of the national debt, as a condition of the conversion 

of the silver currency ? „ _ _ , - 7 r , , 

] 9 Yet if it be in the power of the Government of India to redeem pare 
of the capital of the debt, and to discharge the interest of it in gold, according 
to the price sought to be legalized, and if it do so, it is clear ail such pay¬ 
ments would iuvolve a pro tunto addition to the debt as snewn by the 
artificial depreciation of the gold coins. For it is admitted by Sir Charles 
Trevelyan that, under any circumstances, his gold will be offered m currency 
at a less price than it habitually fetches in the market. 

20 Bat it may be further doubted whether the Mints would, on the teims 
of Sir Charles Trevelyan’s Minute, obtain any gold with which to carry out 
the conversion of the currency, except in the remittances of gold made on 
accouut of Government, lu consequence of their being worth more than the 
rate fixed for the optional tender by law, sovereigns imported on private 
account would be sold at the premium they might be able to command m the 
market. Bar gold being sent to the Mints for coinage would be recovered 




by the owners in the Form of sovereigns, to be sold in like manner at a 
premium, Sovereigns would not be exchanged for currency notes in the Issue 
Department, 

21. The further consequence would be, then, that the currency would 
become complicated instead of being relieved, as we wish it to be. Although 
dignified as currency legal tender, if any body chose to tender them at a loss 
to himself, sovereigns would practically remain an article of trade, whii) 
Government, whenever it paid gold ns part of the normal currency, would be 
the sole loser. 

22. The result therefore would be, that silver would remain as it now is, 
and importation of it for purposes of currency would be continued—one of 
the things we desire to prevent—while gold, in effect, would not be promoted 
to perforin currency functions as we desire. 

2d. It is stated that the Australian sovereign can be laid down at Calcutta 
for fi10-2-9, The data on which this assertion is based are not, 1 believe, 
furnished. It is not shewn whether the profits of the importer are included 
in the figure, or if the mere cost of the gold in Australia, freight and other 
charges, are comprehended only. 

24. Unless the latter is the case, it is difficult to understand how the 
price of gold remains on an average at a higher rate than that at 
which it can be profitably imported. In short, we must take the value of 
gold at what it is shewn to be by the average prices of a term of years, and 
not from an arbitrary assertion made at a particular j undine. 

25, I annex a valuable return of the price of sovereigns, British and 
Australian, during the last five years. This average price is shewn to be 
anout K10-4-0, or considerably in excess of that for which, it is alleged, 
Australian sovereigns may be laid down at present, 

26. Sir Charles Trevelyan, however, taking the smaller figure, viz., 
fUO-2-9, as his basis, trusts that the Colonial Legislature of Australia may¬ 
be induced to reduce the price of gold exported from Australia to India by 
abolishing the export duties, 

27. It may be asked if it is not too sanguine to expect such accommoda¬ 
tion from -popular and distant Governments over which we have no control ? 
Should we ourselves be justified in leg-islating with a view to a contingency 
which must in any case be remote, and which many politicians who consider 
bow colonial revenues are raised with regard to colonial impatience of taxa¬ 
tion, will declare to be so unlikely as to be almost impossible ? 

28. But it is to be remarked that the new and great demand for gold, 
caused by the organiEation of an effective gold currency in India, will not 
improbably raise the price of gold throughout all the markets of the world, of 
course including Australia. On the other hand, we must not forget that the 
yield of gold in the latter country is largely diminishing as noted by Sir 
Charles Trevelyan. It is not impossible that the two things taken together 
might neutralize the effect of abolishing the Australian export duty, if such a 
measure were ever to take place. 

29. Sir Charles Trevelyan is apparently of opinion that, eventually, the 
price of gold in India would be somewhat diminished by the regularity of 
trade consequent on the introduction of a gold currency. 

30. But is this likely ? Has he not overlooked the effect of the new 

demand on the regions of supply,} when gold shall be substituted in the 
imports to India, in the place of the many millions of silver now annually 
brought to her shores from all parts of the world ? • • 



81. Wo have already seen in India how the superior convenience of gold 
as a vehicle of reserve Value has kept up its price in India as reckoned in 
silver, notwithstanding that it was shut out of the currency. May we not 
expect a still greater result in the same direction-when it ie admitted ? 

32 I am evidently not singular in such views. Thus Mr. Claude Brown, 
while he does not guarantee that gold may not ultimately be reduced in 
value so as to enable the sovereign to he supplied at RIO,— 

“ wees no valid ground for expecting such a change, especially when duo allowance is made 
for the effect which the adoption of gold as a "circulating medium .in India must have in 
checking any tendency that might otherwise have existed to a decline in the value of the 
metal" 

'S3. Let us now consider the subject in another mftnner, Sir Charles 
Trevelyan, when advocating the introduction.of the sovereign as an uniform 
standard of exchange, says that it would come into more extensive use than 
the Spanish dollar ever did,, if fair play were given it. Yet he shows that 
he has misgivings that his proposed measure will retard the conversion of the 
silver medium to a golden one, the real and immediate object of the proposed 
reform of the Indian currency. 

34. Can it be said that fair play is given to the sovereign as a current 
coin, when making a law that gold and silver shall be optional legal fenders 
we declare that the former shall be issued in a coin—the sovereign—charged 
at a rate which depreciates its value ? 

• 35. The object of the change which is now proposed is the eventual con- 
• version, without shock or expense, of the silver currency to a golden one. 

36. It is difficult to understand why, bearing this object in view, we 
should commence with a measure which, as Sir Charles Trevelyan admits, 
may retard its attainment. Should we not rather recognize the fact of 
equality of intrinsic value between the respective coins of the two metals, as 
the only basis of theory and practice in our progress towards the eventual 
position of a gold currency and a gold standard, that progress being deter¬ 
mined only by the other fact of superior convenience of a golden medium 
over a silver one ? 

37. In this case we shall have simplicity, an intelligible principle, and, it 
maybe said, finality ; whereas, in the other, we shall commence with a measure 
open to the ,charge of retarding' the reform we propose, which, by -some critics, 
will be held to be synonymouswith inoperalivenees—in other words.^failure. £ 

88. By taking the basis of equality as now shewn by the averages, we 
stop speculation with regard to artificial and local differences of value as much 
»s we can. The relative values having been so determined by experience till 
the present date, will become fixed henceforth in currency at present rates. 
Vie have seen examples of a like result in the instances of France and 
America. As in those countries, the moment will in such case at length 
arrive for stereotyping the rate by means of the token coinage. 

39. If, on the other hand, when we inaugurate our reform, we depart from 
the basis of equality in favour of silver • we, in fact, delay not only the con¬ 
version of the currency as shewn above, but we do something more. We 
forego the advantage of determining the value of gold in currency by the 
current silver coin, for the future as well as the present* 

40. Without such determination of the value of gold in silver, according 
to reason as well as an arbitrary regulation, which will be set aside by the 


* Vide' Chapter III of Minute of March, more particularly the dosing pages of that 
Chapter. 




premia of the markers, the currency reform cannot become substantive, ant! 
lye shall land onrselves amidst the uncertainties of the double standard. 

41. For in such case the attempt will be really made to have two measures 
of value in different metals, whereas we know that tiade and exchange will 
only admit of one measure. By insisting on the nicest equalization of vain© 
between silver and gold in the issue of coins, under a joint or optional legal 
tender, we still adhere to the old rupee measure or silver standard, but 
we offer the golden equivalent in its place. If we willingly afford more of 
gold than is equal to the silver, we do the reverse, and we compel the commu¬ 
nity in every transaction, public or private, to consider whether it is to be 
performed in silver or in gold. 

42. It may be further observed that, by means of the n ; ce equalization of 
the legal tenders in point of value, we are perfectly just, to the present holders 
oi silver and the holders of securities, whether on public or private contracts. 
For they will be allowed at their own convenience to pay in silver or gold. 
This fact would prevent the depreciation of silver from its present value with 
regard to gold. For if it were to fall, as suggested by Sir Charles Trevelyan, 
below the par of present value, which, on a real present equalization, would 
be fixed in currency, it would be quickly bought up for the discharge of debts 
according to the option afforded by law. Its currency value, and therefore 
its price in the country, would be as rapidly restored. 

43. It would appear, after considering all the features of the matter 
presented to us, that we are encumbering what would be otherwise simple 
by the attempt to graft on it something else. Thus we desire to have a 
gold currency for India. The measures to effect such a change are direct 
and simple. But this is no louger the case if we take the opportunity to 
provide what is called an imperial standard of exchange for the dependencies 
of Great Britain, and then to fix in India a gold coin at an artificial price, 
that coin having been struck lor a system of coinage unknown -to India and 
her coined values. 

44. It seems strange to try to force down a strange coin at a price 
which is not its true equivalent ; in short, to bend certain physical facts of 
value in favour of a notion of decimal convenience and of relation to other 
portions of the British Empire. 

45. The equitable proceeding would appear to be, on the contrary, if 
we choose to impose on India a gold coin whieh is foreign to her system, that 
rather than commit ourselves to an arbitrary measure, we should give the 
strange coin lot its exact value, just as in exchanging gold for silver we 
eoould ca.te care, as far as lies in our power, that in general the equivalent 
ot the former is accurately afforded in substitution of the latter; in other 
words, that our currency transactions should exactly follow ‘the law of barter 
until the absorption or disappearance of the silver may enable us to revert to 
a single legal tender for large sums by the introduction of the token coinage. 

46. With regard to all existing debts and contracts, we are unable” o 
part with the existing silver rupee. It is to us what the franc is to the 
Are nob, what the dollar is to the American, 

47. We should only think of rendering that silver rupee in its golden 
representative, and we should not for the present trouble ourselves with more 
According to the proposal which has received the sanction of the Government 
of India, ws do not confine ourselves to this, but, for ex parte considerations' 

v/e make the effort to confer a greater value on the rupee than it phv S i C a]ly 
possesses. . 1 * J J 


48. I cannot help thinking that a confusion lias arisen, and that 
the advantage of .clinging to the sovereign for India has been overrated, while 
the difference between its value and that of ten rupees lias been under-rated. 

49. Had a sovereign been worth twelve rupees, there would have been 
no thought of legalizing it in a value of ten rupees. But, in truth, when the 
large operations of trade are involved, it makes but little difference, so far 
as the object we are considering is concerned, whether the difference be two 
rupees or two annas. In either case the difference is sufficient to ensure an 
immense profit or loss to a merchant who operates with millions, 'ibis being 
so, the market premia, owing to want of original mint equalization of value, 
entailing the official depreciation of gold, would, I believe, infallibly drive 
gold .out of the currency. I think, therefore, that if we would succeed, in 
fairly resolving the problem we have before us, we must have a gold coinage 
for India herself, and let sovereigns run according to their value, which may 
be determined by law with regard to tire regular Indian gold coin, 

50. In short, the sovereign should be the ally to assist India in parti¬ 
cipating in the convenience of the imperial standard. But it will not be 
permitted to usurp the rule in the realm hitherto occupied by the rupee, and 
to change the value of the latter. 

51 We can, then, hardly resist the conclusion that the golden multiple 
of the rupee should be calculated and minted with regard to the value of the 
rupee only, and apart from all other considerations, sovereigns being allowed 
to run for their relative value. 



Minute, dated 16th September 1864, by Mb. G. Arbutbnot on Sir 
C. Trevelyan’s proposal to value the sovereign at 10 rupees in 
the Indian Currency, 

The question of the adoption of what is usually termed a double standard, 
but which would be more appropriately designated an alternative measure of 
value in the currency of a country, is always a difficult one, but the proposi¬ 
tion submitted with respect to the currency of India is further complicated by 
its novelty, both in respect to the object to ha attained, and the mode by 
which it is hoped to accomplish it, 

2, In other countries, with the exception of the British Colonies, the 
measure sought to be attained has been to allot such a proportion of gold and 
silver to the current national coins, consisting, respectively, of those metals, 
as would give an equal relative value to each iu a common denomination of 
account. In India it is proposed to legalize the currency of the existing coins 
of two different countries, whose money of account has nothing in common. 
In other countries, including the British C domes, the principle aimed at has 
been to give a nominal concurrent value to coins of the two metals, according 
to the average value which gold and silver bear to each other in the general 
market of the world. In India it is proposed to follow a course founded 
solely on local considerations, uncertain in their effect, and possibly of an 
evanescent character. 

3. Before discussing the particular measure proposed by Sir Charles 
Trevelyan, it may be derivable to clear the way by disposing of some of the 
preliminary arguments introduced in his Minute on points of general applica¬ 
tion. 

4. It may at ones be conceded that the substitution of a gold for a silver 
standard, if it could he effected without derangement of current business, and 
without evident depreciation of the measure of value, would be unobjectionable 
on principle in regard to its effect on existing contracts. Though the preci¬ 
ous metals have greater fixity of value than other products, and are on that 
account adopted as the best regulators of prices, they are liable to fluctuation in 
respect t.o the proportion, which they bear to each other, and to commodities 
generally ) and it would be a pedantic subserviency to Regulation to maintain 
that a debt contracted for a payment in silver should never be discharged by 
its equivalent, at any given period, ia gold. Ou the same consideration an 
alternative measure of value, if nicely ad justed, may be regarded as uuol> 
jectionable in principle. 

5, We may dismiss, in reference to tbis part of the question, all conjec¬ 
tures regarding the future supply of one or other of the precious metals. Sir 
Charles Trevelyan apprehends difficulties from a diminution of the supply ox 
silver; but the history of the world has not hitherto afforded any alarming 
indications of a great alteration in the relative production of gold and silver. 
It is said by well-informed persons that the supply of silver is on. the increase, 
arising partly from the discovery of new mines of that metal in California, 
and partly from the increased facility of extracting silver from the ore, in 
consequence of the opening of new mines of quicksilver. On the other hand, 
though new gold fields have been discovered, the yield from those of Australia 
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has decreased, and this fact would seem to confirm the experience, of former 
days, that gold lies nearer to the surface of the earth, and is therefore sooner 
exhausted than veins of silver. The relative value of these metals will be 
governed ultimately by the amount and quality of 4 be labour employed in their 
production. In the meantime, their relative prices in the market afford the 
only safe guide, and these do not confirm the opinion entertained by Sir 
Charles Trevelyan on the subject. 

6, We may in like manner dismiss speculations on the supposed fitness of 
different forms of currency as applicable to different stages in the growth of a 
nation. Sir Charles Trevelyan considers that a natural law exists by which 
the currency should pass from rude materials, first to silver, them to gold, and 
ultimately to paper as the representative of gold. But there is no example of 
this order of sequence in the commercial history of the world. In Great 
Britain, in France, and in the United States, the use of a paper circulation 
existed (sometimes to excess) long before the adoption of a gold standard, and 
a sound paper currency may be founded on the basis of either metal indiffer¬ 
ently. 

7. The subject matter for consideration is eminently a practical one, 
though it is unusually entangled by a variety of uncertain elements which 
suggest motives for caution rather than confident speculation. 

The movement of the precious motals since the discovery of new gold 
mines has been governed by many contingencies, not immediately referable to 
the increased supply of that metal, nor even to the vast development of the 
commerce of the world arising from the establishment of free trade iu Great 
Britain, 

3. If other things had remained the same, the natural effect of the gold 
discoveries would have been a redistribution of the precious metals through¬ 
out the currencies of the world. After providing for a circulating medium 
among the new industrial communities attracted to the gold fields, the surplus 
metal would find its way into currencies of countries which are based on a 
gold standard. It would displace silver in countries having a mixed circula¬ 
tion ; and the latter metal would flow to places in which it constitutes the 
standard of value. By such means currencies consisting of silver would bo 
increased correlativcly with those of gold , and nominal prices would be gene¬ 
rally raised throughout the world. During the progress of the change the 
value of the precious metals in relation to each other would he liable to consi¬ 
derable fluctuation. 

9. These efleets in part followed the first discoveries of gold in California 
and Australia. They were arrested or modified by the vast development of 
trade, the increased well-being of the masses of the population, and with it 
the opportunity and habit of Railway travelling, ali which led to the require¬ 
ment, certainly in England, and probably in other parts of the world, of a 
great addition to the circulating medium for the purpose of retail traffic, 

10. But the main cause of disturbance in the natural flow of the bullion 
trade has arisen from the fortuitous character of our trade with the East, 
which has prevailed ever since the new discoveries of gold, and has baffled 
conjecture. .The opening of new ports for trade in China led to a great 
augmentation of imports into Great Britain and the United States, in 
excess of the exports to that country. The transmission of treasure on account 
of capital raised in this country for Indian railways followed j then the loaus 
on account of the expenditure for the suppres-ion of the mutiny ; and, lastly, 
the rnoiioy required for the purchase of cotton in India in consequence of the 



To these events may be a ided the opening of trade 


Civil Wav iu America, 
with Japan. 

11. In all these cases large remittances'of silver have been and are still 
requira; to adjust the balance of trade ; and though the operation has been 
continued for some years, it has been owing, in the case of India, to circum¬ 
stances of a very exceptional character. 

12. It. is argued by Sir Charles Trevelyan that there is no want of 
additional circulating medium in India, because prices are universally high, 
and that high prices 11 are a certain indication of a full state of the circulation, 

•eeause, whatever may be the causes which create a tendency to a rise iu price, 
they would be held in check if the circulating medium were deficient/ J This 
dictum cannot be accepted without qualification. Prices are a relative indica- 
tion of value j and no sound conclusion can be formed as to what really con¬ 
stitute prices sufficiently high to govern the circulation of speeie, unless a 
comparison be made between the different causes in operation at the present 
time ana at times when prices of commodities were comparatively low. it is 
true that in the case of trade between countries whose exchanges are generally 
■veil balanced, and the supply of specie is in a normal condition, low prices 
attract, and high juices repel money. But this theory fails in its application, 
when, iu consequence of ap. increased supply of one or other of the precious 
metals, a new distribution of them is in progress throughout the world, and 
M/hen a new trade or a new demand for labour springs up in a country in which 
t he wages of labour are low. In the latter case, a long continued influx of specie 
and augmentation of the circulation is compatible with a continued rise in prices. 
** Probable that with the new demand for labour in India, the internal trade 
’•t the country has greatly increased, and that with that increase there has 
arisen a necessity for a large addition to the circulating medium. Much of the 
money supplied is no doubt hoarded or ultimately converted into ornaments, 
but the primary want is coin, an adequate supply of which, or its equivalent, 

iu notes, «an alone avert a recurrence of the crises which are described in the 
iVLmitte. 

r ^ tb * a want, indeed, which has giVen an impulse to the present 

demand rrom merchants and trading bodies for the adoption of a void sub¬ 
sidiary currency m India. The superior convenience* of a gold circulation over 
silver lor purposes of transport and for use in transactions above the ordinary 
dealings in the market is obvious. Yet many rich countries have employed 
silvei as the standard of value without sensible disadvantage : and in a 

T lUS r i !u rWl denonoinatio118 mast be »oat required, 
it is probable, therefore, that the present movement would not have arisen if 

«, e internal traffic of the country had been alone in question, or if the m»- 

chmery of the mints had been sufficient to have met the demands for the coinage 

te P ™ ^-ge quantities for payments due from 

Sr lotion Taste* ^ pr ° b ° b 7 eontmue so Jon S ** the P^seht abnormal demand 

,P ropos fJ k ■'? f^ 0 this pressure by declaring sovereigns a legal 
tender in India, as the equivalent of ten rupees ; and a variety of returns is 
lurnishedTo prove that by a comparison of prevailing prices between gold and 
sUV( f 111 Iu(lia > fcbei ' ( ' is a probability that sovereigns will freely pass in mv. 
ment at that rate. The Returns themselves, even if the conclusions derive! 
from them are correct, do not seem to me to prove that, with every allowance 
m the peculiar condition ot the bullion trade in India, the price of severe A'us 
at Calcutta (either British or Australian) is such * tip allow of their 
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importations in large quantities for the purpose of circulation at ten rupees. 
An examination, however, of the Statistical Tables raises doubt regarding the 
completeness of the calculations comprised in them, and the general conclu¬ 
sions founded on them appear to me to be altogether erroneous. 

The information on which the scheme in the Minute is founded is mainly- 
derived from the paper furnished by Mr. Dunlop (Appendix. TT). This 
gentleman appears to have collated with intelligence, and, I have no doubt, 
with great accuracy, the Returns accessible in India* of the imports of gold 
and silver and of their relative prices. 

lb. Reasoning founded on statistical compilations is, however, prover¬ 
bially delusive, unless attention be given to collateral facts. No sound conclu¬ 
sions can be formed from averages taken from monthly statements of the 
prices of gold and silver without, information regarding the amount sold in 
each month, and the circumstances under which each remittance was made. 
A merchant or banker is not governed in his dealings by averages, but by his 
calculation of the immediate profit to be derived from each transaction. The 
flow of the precious metals is governed by the exchanges, and a turn of 1 per 
cent, in them might be sufficient to send gold from one end of the world to 
the other. Take, for example, the price of Australian sovereigns at Calcutta 
in the last three fortnights of 1863, viz., Its. 10-5, 10 1*6, and Re. 10-1 ; 
the average of the three quotations would be Rs. 10-2-6; but supposing 
sovereigns to the extent of £150,01)0 were sold in the first fortnight, and to 
the extent of £50,000 in each of the following fortnights, the price realized 
for the whole would be Rs. 10-3-6. Something of this sort actually occurs 
in trade. 

16. The remittance of sovereigns from England to India is governed by 
the price of silver and the quantity procurable in Loudon at the time and the 
price at which bills on London can be purchased in India. Gold is sent in 
order that the value may be returned, with profit, in the shape of bills. In 
the month of December 1863 the price of silver in the London market rose 
to 5 s. 1 |?L Not only, however, was the price high, but the quantity in the 
market was insufficient for the amount of remittances required. Time is 
precious in mercantile transactions, and those who deal in the business of 
remittance and exchange could not afford to wait for expected arrivals. Gold 
was then fore sent in place of silver; and I learn, from a Return of the Cus¬ 
tom House, that the large amount of £342,615 in gold epeeie was shipped 
for Egypt on the 9th of December 1863, the bulk of which was destined for 
India. 

3 7. Mr. Dunlop oomt e to the conclusion, from calculations founded on 
average prices, that British coined gold can “be laid down in Calcutta at 
Rs 10 4-10 per sovereign/’ I have ascertained from the Manager of the 
Oriental Bank that the actual cost of sovereigns sent to India by that estab¬ 
lishment in 1B63, was at the rate of Rs. 10-3-4. The difference, is import- 
ant, because much stress is laid in the Minute on the economy of direct trans¬ 
mission of gold from Australia to India. There is, no doubt, a saving of 
expense under existing circumstances in adopting that-course; and that 

» I may. however, observe that the table of the selling prices of bar gold and silver of 
standard quality in London is calculated to convey an erroneous impression. The -prices of 
•mid which Mr.' LunJop quotes are evidently those of what is technically called “ bar gold 
parUntr,” that is, gold containing silver in the alloy which may bo parted in the refinery. 
(U iiVtallv speaking, it means Australian bar-gold, which, on account of the silver contained 
in it bears a higher price than stauclard gold of the quality that is taken to the mint, 






merchants are not slow to avail themselves of the advantage is shown by the 
fact that oat of imports of gold into India, amounting to nearly £8,000,000 
in the year IB,$8, more than two-thirds were drawn from Australia, Yet 
move is deduced from this advantage than the facta warrant. No allowance 
ie made as a set off against increased freight for the charge for refining gold 
in Australia, which is higher by 1 per cent, than that of the London refineries ; 
no reference is made to the rise in the price of gold in Australia in consequ¬ 
ence of the Indian demand, and sufficient consideration is not given to the 
circumstance that, notwithstanding the facilities afforded by the Australian 
market, it has yet been profitable to our merchants to send direct from 
London one third of the gold required in India. 

18. I dwell upon this point because it appears to me that the prime 
fallacy in the proposed scheme is founded on the sentence of the Minute 
that— 

“ The sovereign must be rated., not with reference to its value in England, 
but solely with reference to the cost at which it can he obtained from the 
cheapest source of supply, that is, from Australia.” 

19. The whole question turns upon this assertion, audit is important to 
examine it, because if it be a fallacy, all the authorities consulted in India by 
Sir Charles Trevelyan appear to concur in it, with the single exception of the 
Hon'ble Claud Brown, whose letter is published (Appendix VV) with 
candour, but without the attention which it deserves. 

20. It might he a sufficient practical answer to this suggestion to observe 
that if the importations of treasure into India are to go on at their present 
rate, and if the proposed measure were to bring about the expected result of 
inducing the transmission of gold in reference to silver, Australia could not 
supply more than one fourth of the amount required, even if the whole of its 
produce of gold were sent thither. It is shown in one of the tables in the 
Appendix to the V- inute, that the amount of treasure imported into India in 
1863*64 was'£26,147,21)0, and it is shown iu the Minute itself, that the 
produce of Che Australian gold-fields in 1862 was only of the value of 
£6,685,192 with u a decided tendency to fall off.” 

21. It may further be observed, that the gold imported into Great Britain 
is drawn, in the course of trade, from almost every country, and that 
Australia supplies but a comparatively shall proportion of the amount. Ac¬ 
cording to the Returns of the Board of Trade, the value of the registered 
imports of gold bullion in 1863 was £19,142,665. Of this only £5,995,368 
was derived from Australia. A great part of those general imports is em¬ 
ployed, through the operation of the exchanges, in acquiring silver for trans¬ 
mission to India; and if, by an alteration of tbe Currency laws, 6.ilver should 
cease to be the preferable medium of remittance, gold would be sent direct 
to India from England, instead of being used circuitously in the purchase of 
silver. 

22. The principle involved requires, however, further investigation, and 
I propose to direct attention to the experience to be deiived from the proceed¬ 
ings of other nations which have adopted a mixed currency, and to draw in¬ 
ferences from that experienced in regard to India 

23. 1 will first refer, in some detail, to the case of the United States, 
because the proceedings of that Gov< rnmont afford an example of the effect, 
on a currency, of small errors m calculations of relative value, and because 
tin- history <>f those proceedings is not. correctly quoted iu the Minute. 

34. The first Act of Congress ft ? the regulation of the Currency of the 
United States was passed in 1792. It enacted that “ there shall be from 


time to time struck at the Mint dollars and units, each to be of the value ofa 
Spanish dollar, and to contain o71£ grains of pure, and 416 grains of standard 
s-iver.” The Eagle (or 10 dollar piece) coined after tins, contained 247$ 
grains of fine gold. 

35. It may not be unworthy of remark that Congress in its first search 
for the “ almighty dollar M deviated from the coin proposed for their model, as 
the average contents of fine silver in the Spanish dollars was about 876 grains. 
The authorities of the United States thus begin their operations by a depre¬ 
ciation of the currency to the extent of more than 1 per cent. 

26. It will be observed that the relative valuation of the gold coin to the 
silver dollar gave the proportion of 1 of gold to 1 5 of' stiver ; aud as the 
average relation of the two no stale to each other in the general market was 
at the time as 1 t,o 15 - 7, gold was undervalued in the currency, and the new 
se ver dollar became thfc practical standard of value in the United States. 
This state of things continued until 1884, when an Act was passed reducing 
the contents of the fine gold in the Eagle to 233 grains, thus altering the pro¬ 
portion of gold to silver in the currency from 1 to 15 to 1 to 10. Gold, being 
thus over-valued became the preferable medium of exchange, amt a further 
depreciation of the currency was established. Subsequent Acts altered the 
proportion^of alloy in the two descriptions of coin, but made no appreciable 
alteration in their relative contents of pure metal. After 1834 the quantities 
of gold taken to the United States’Mints for coinage greatly exceeded the 
quantities of silver, and the coinage of the silver dollar and its sub-divisions 
was limited to the requirements for a circulation of the lower denominations. 
Although the coinage of silver under this system was expensive, no materia! 
inconvenience appears to have been felt until after the discovery of the gold 
mines of California, when the relation of the two metals to each other was 
altered to an extent which rendered it profitable to collect the small silver 
coins for exportation. To remedy this evil, an Act was passed in 1853,, not 
altering the old silver dollar (that is, the whole dollar) but authorizing the 
coinage of half dollars and lower fractions of a dollar, at th'e rate of 192 
grains for the half dollar in silver of nine-tenths fineness, whieh should pass 
for a limited tender of payment on the principle of the token coinage of Great 
Britain. After the passing of this Act the coinage of entire silver dollars 
fell into disuse, and the Ust coin of this description was issued in 1857. 
Legally, therefore, the double currency of gold and silver still exists in the 
United States, but gold became the practical measure of value until displaced 
by the recent excessive issues of Government Paper money. 

27. In France the attempt to establish a double medium of exchange was 
more nearly adapted to the prevailing relative value of the two precious 
metals. The proportion adopted wa9 as 1 of gold to 15£ of silver. At these 
rates silver was the cheaper tender of payment until after the new discoveries 
of gold, but the difference before that event was not so great as to preclude 
the use of gold entirely, and it passed current at a varying premium. In 
certain conditions of the exchanges, gold passed between Loudon and Paris 
in adjustment of payments, and the same bag of gold has been known to make 
several journeys in these transactions. 

28. It is unnecessary to refer to other European countries in which a 
similar system has prevailed; and it is sufficient to observe that, under its 
operation, gold and silver were both available for the adjustment of mercan¬ 
tile transactions on the Continent of Europe. 

29. I will, however, make a passing vemaik on the application of this 
principle to the currency of the West Indies-, because fcii Charles Trevelyan 


lias called attention to a paper written by me in 185$, in which reference 13 
made to this subject, and because the arrangement of 1888, for the regulation 
of the currency of the British Colonies in that part of ^ the world, affords the 
most perfect example on record of a successful adjustment of a mixed 
currency. The arrangement is so fully described, in the extract from my 
paper (Appendix SS), that it is unnecessary hero to repeat the details. 

80. Sir Charles Trevelyan has referred to my labours under him and with 
him in and for the public service,, in terms so gratifying that ? am sorry to 
find myself in opposition to him on the present occasion. Hut his candour 
has hitherto led him to bear much from me in our mutual discussions on 
financial and other public matters, and he will not, I feel sure, object to my 
stating that 1 regret the use made of this document, which does not, I 
think, bear out the inference which he derives from it. 

SI. The paper from which the extract is made was written for the pur¬ 
pose of proving that the arrangement, which was successful in the West In-ues, 
was inapplicable to the Colony of Hong-Kong, and for like reasons I consider 
it inapplicable under existing circumstances to India, 1 thiuk that the ex¬ 
tract itself sho^vs that the conditions which rendered the transition from a 
silver to a gold currency in the West Indies, easy and unobjectionable, are 
not to be found in India. In the West Indies, coins of the two metals were 
rated for circulation, on a fine calculation of their relative value ; uud British 
silver, which combining with that relative valuation represented fractional 
parts of both descriptions of coins, constituted, as it were, a pivot on which a 
change from, one to*the other could be made, without derangement of con • 
tracts or current business. In India both these ingredients are wanting 
There is no concurrent valuation of gold and silver coins to form the found" 
ation of a change, and there is no subordinate coinage which can be adopted 
equally to the current money of India and Great Britain. 

32, It will be obvious that, in all the foregoing, eases, a common pre¬ 
vailing price constituted the basis on which the regulation of the concurrent 
use of gold coins was attempted, and that the practical results have depended 
on the prevailing price audits later variations. The currencies of trance, of 
the United (States, and of the West Indies were influenced by a common 
cause. 

83. We find no room for speculation on the sources of the supply or the 
precious metals. Before the recent discoveries, the principal supply of gold 
was derived from Ural Mountains, but it was not found that gold, for per¬ 
manent and practical purposes of regulation, was cheaper in she countries 
bordering on Russia, than in A merica. 

84. Gold derived from America is constantly sent back from London to 
the Brazils in the course of trade In 1868, gold of the value of £3,707,857 
was sent from Great Britain to Russia, a gold-producing countiy, ami re¬ 
imports thence of the value of £904,533 occurred iu the same year.. When 

once sent on its travels, the original attribute of peculiar value is lost, and 
gold of the same quality becomes of the same value whencesoever it may be 
derived, and whatever may be the cost of the labour which produces it. 

35. On what ground, then, is it supposed that the general law is inapplic¬ 
able to India, and in what way are we to account for fcha undoubted fact 
that gold is relatively cheaper in India, as compared with silver, than in 

London ? . 

36. The apparent anomaly is owing to the exceptional position which India 

holds, and is easily accounted for. 


37. Silver is the standard, and the regulator of prices in India, to the 
entire exclusion of gold as a measure of value. It is so generally in the East 
Except in the comparatively small communities of Ceylon, Mauritius, and 
Manilla, and doubtfully in Japan, gold hardly enters into the currencies of 
the vast legions eastward of the Cape of Good Hope and northward of 
Australia. It follows that it is comparatively depreciated there when 
measured by the silver money of those regions. The material of that money, 
purchased with gold in London, must bear the charges of freight, insurance, 
interest, and mintage, amounting in India to 5^ per cent, (as correctly shewn 
in Mr. Dunlop's paper) before it can be brought into circulation in India. It 
is by this silver measure of value, thus enhanced in price, that the cost of the 
Australian sovereign is estimated in Sir Charles Trevelyan's Minute. 

38« Remove the impediment to the concurrent circulation of gold with 
silver, and the cause of this difference of value between the two metals in the 
West and the East will disappear. The tendency, at least, must be to an 
equalization of the general rates of the bullion market in both quarters. It is 
therefore the price of silver in London, and not the price at which sovereigns 
Can be laid down at Calcutta from Australia, as estimated in present currency 
of India, which should be regarded as the point for consideration in this 
matter, 

39. And this constitutes the main difficulty in devising any measure for 
the introduction of a gold currency into India. Experience is wanting for a 
guide. During the first half of the present century, there was little variation 
in the comparative value of gold and silver. The normal price of silver of 
British standard in London was about fjQd. the ounce. The new discoveries 
of gold disturbed this relation, and the price of silver has of late years been 
subject to po much fluctuation, that it would be difficult now to fix an average 
for the concurrent circulation of coins of the two metals. But this is not all. 
Although the ultimate value of gold and silver must, as before observed, be 
derived from the value of the labour employed in their production, their 
immediate price is governed by the law of supply and demand to an extent, 
and sometimes for a prolonged period of time exceeding that which applies to 
other commodities. The price of standard silver in Loudon has been mainly 
influenced of late years by the abnormal requirements for India. "When the 
demand for transmission of silver thither has been great, the price in London 
has risen ; when it has temporarily ceased it has fallen-—on one occasion even 
t-o an extent which touched the point at which it would have been profitable to 
send silver to France. Any measure, therefore, which would lead to the 
practical employment of gold in preference to silver in the currency of India, 
would cause a cessation in this demand, and lead to a re-action in the upward 
tendency which has of late prevailed in its price as compared with gold. 

40. On this ground it would seem to be rash to attempt, at the present 
time, any permanent regulation which, if effectual for the establishment of 
gold in the currency of India, must be of doubtful tendency, and if ineffec¬ 
tual, would be simply delusive, and therefore not creditable to the foresight of 
Government. 

41. A tentative and experimental course would seem the wisest policy in 
this intricate matter. I understand that the Secretary of State proposes to 
authorize the receipt of sovereigns at the rate of 10 rupees.each in payment of 
the revenue. Although this measure will not probably give currency to 
British money at this rate at the Presidencies, it may lead to its increased use 
in the Provinces, where, on account of the convenience of transport, it will 



find its way at less .cost than silver; and if the sovereign is officially recog¬ 
nized as currency in any part of India, it may perhaps be received in payment 
at the Presidencies at a .varying premium, just as gold formerly passed 
current to a limited extent in I ranee. The experiment is worth a trial, and 
« will afford a sure test of the various speculations which have prevailed on the 
subject 

42. It might tend to afford relief in times of pressure, if the principle 
were extended to the issue of Notes in exchange for sovereigns deposited at 

the same rate. If such issues were allowed as a temporary-expedient, on the 
condition of allowing the depositors to redeem tlieir gold within a limited 
period, the difficulties arising from the delays in the coinage of silver might 
be greatly alleviated. The transaction would be as safe for the Government 
as the receipt of sovereigns in revenue payments. It will, be seen that the 
practical objection to which Sir Charles Trevelyan refers in an extract from a 
paper of mine would not apply to an issue of notes on a deposit of gold for an 
amount below its intrinsic value. The objection entertained by Mr. W ilson 
on the subject, on which Sir 0, Trevelyan dwells, is at best more a theoretical 
than a practical one, not borne out by the experience afforded, by the 
practice of the Bank of England; and it will probably 1 |b, admitted that a 
measure which may be a gain to the mercantile community by giving them 
the command of money when needed, will not result in “pure loss on the 
Government. 





Despatch from tfjb 8ecbb?<vr¥ of State for India ('Right Hon'ble Sir 
Coaiu.es ‘JV.ood),— No, &' M , dated 26th September 1804. 

I hove received your despatch dated the 14th July last, No. 89, enclos¬ 
ing the elaborate Minute of Sir Charles Trevelyan, and the valuable papers 
contained in the Appendix, on the subject of introducing gold into the 
currency of India. 

2. The practical proposal of Sir C. Trevelyan on this subject, in 
which you express the concurrence of your Government, is to make the 
gold sovereign and half-sovereign legal tender in India for ten and five 
rupees respectively, concurrently with silver rupees, and ultimately to establish 
a gold standard and currency in India, as in England and Australia, with a 
subsidiary coinage of silver, the silver coins not, possessing the intrinsic value 
which they represent, and being legal tender only to a certain amount. 

3. I have carefully considered in Council this important question, which 

indeed has occupied my attention for some time, and which, as you will have 
learnt from the public journals, has been the subject of a debate In Parlia¬ 
ment, > ;. y. ' 

4. I lose no time in making you acquainted with the views which Her 
Majesty's Government entertain upon this subject, for I concur in the 
opinion that it is desirable that their decision on the question should be made 
known as early as possible in India. 

5. It is obvious, from the information collected by Sir 0. Trevelyan, 
that there is a very general desire for the introduction of gold coins in India; 
that the people, eVeu in the upper and remote parte of India, are well 
acquainted with the sovereign ; and that there is a very general impression 
that the introduction of the sovereign would be well received, and that it 
would circulate freely at ten rupees. Nor can there be any doubt of the 
advantage to India, England, and Australia if the gold sovereign could be 
made the basis of their common currency. 

6. It is not proposed at onee to change the standard coin of India, and 
indeed it would be a very serious measure hastily, to attempt so great a revo¬ 
lution in the habits of the people. There is great wisdom in the observations 
of the Chamber of Commerce at Calcutta, that they ate “strongly in favour 
of the introduction of gold as an auxiliary currency and as a tentative 
measure, which they believe will gradually but surely lead to the adoption of 
gold as the general metallic currency of this country, with silver as the 
auxiliary; but they are opposed to any sudden change being attempted, fear¬ 
ing that any such attempt would prove unsuccessful, and be likely to cause 
great derangement in the commerce and finance of India." 

7. The only practical measure, therefore, to be considered is the establish¬ 
ment of a double standard of gold and silver, the gold sovereign being legal 
tender lor the same sum as ten silver rupees. 

8. 1 will not stop to discuss the general question of establishing a doable 
standard, but it appears to me that there are great practical objections in the 
way of adopting the measure actually proposed. 

9. It is only necessary to state that, where coins of the two metals, gold 
and silver, are equally legal tender, those of the metal which, at the relative 
legal rating of the two metals, is cheapest at any period, are thereby eonsti. 




tnted the cnrrafcy, and the metal of which they are made becomes practically 
the standard at the time, and further that a very slight difference in the 
relative value of the two metals may change' the standard mid the whole 

currency of a country. . 

10. The readiest illustration of this troth is the recent change m the 
circulation of France. In that country coins of gold and silver were equally 
legal tender. Gold coins containing one ounce of gold were legal tender tor 
the same sum as silver coins containing 15| ounces of silver. 

11. Before the recent discoveries of gold an ounce of gold was worth, »n 
the markets of Europe, nearly 15-f ounces of silver. It was, therefore, accord¬ 
ing |,o the relative legal rating of gold, and silver, more advantageous to pay 
in silver than in gold. Silver coin, therefore, for many years formed the 
currency of France, the gold coin bearing a premium. Since the recent 
discoveries of gold, the value of gold relatively to silver has fallen to. about. 1 
to 15§, This difference has rendered it more advantageous to pay in gold, 
Goid has displaced silver, and now forms the currency and standard in trance. 

12. It is obvious, therefore, that whether the sovereign., rated at 10 
rupees, can circulate to any extent in India, concurrently with the saver 
rupees, depends upon the question whether it will bo cheaper to meet an 
obligation of the amount of 10 rupees by a .'gold sovereign or by 1U silver 

rupees. . , 

13. In examining this point, it is enough to refer to the information and 
the calculations contained in the' Appendix to Sir C. Trevelyan’s Minute ns to 
the value of the sovereign in India . 

‘$4. In: these calculations the value of gold is of course taken in rupees of 
the Indian silver atauefard. 

15. There are two modes referred to in those papers by which sovereigns 
might be provided for the currency of India, first, by coining them in India, 
secondly, by importing English or Australian sovereign*. 

16. With regard to the first proposal of coining sovereigns in India, 
Mr. Brown's paper contains a calculation of the cost at present of producing a 
sovereign at a Mint in India, and ho estimates it at Ks, 10-4*6. 

17. With regard to the second proposal of importing sovereigns, 

Mr. Dunlop's paper estimates the price, calculated in rupees (and the rupees 
taken at the part of an English pound), at which an English sovereign 

can be laid down at Calcutta at lls. 1(1-4-10, that of an Australian sovereign 
0 Ks. i0-2-9. 

18. The prices at which Australian sovereigns have been actually sold at 
’ Calcutta, according to Mr. Dunlop’s paper, give a higher value for the 

sovereign than this, and the prices of English sovereigns, which I have 
received from Bombay, are also rather higher than the price above given. 

19. I do not know that, in the present exceptional state of the markets 
for produce in India, the present prices of the precious metals are a good 
gi iter ion of their value. On referring to the prices of silver in the markets 
of Europe, the intrinsic value of the sovereign in’ rupees would seem to he 
about Its. 10-B at the present price of silver in London, and about Rs. 10*12 
at the price which prevailed some time before 1850. 

20. At the present prices of gold, with the various charges of bringing it 
to India, the va'ue of the sovereign must, according to these statements (and 
it is by these statements that Sir C. Trevelyan’s proposal is supported), be ao 
much above that of 10 silver rupees that, for the purpose of making any pay¬ 
ment, the latter coins must necessarily be preferred to the sovereign. 





21. It* there were the means of coining sovereigns in India, it would be 
more for the advantage of the holder of bullion to carry silver to the Mint for 
coinage rather than gold, and it would be more for the advantage of the 
exporter from England to send silver to India rather than gold or sovereigns, 
Even if the sovereign is imported from Australia, it would be more valuable 
in India than 3 0 silver rupees. 

22. If the use of gold in the currency of India enhanced its value there, 
as is probable, and if the anticipations which are generally entertained of a 
diminishing supply of gold, and an increasing supply of silver, should be 
realized, the difference in favour of the employment of silver coin will be 
greater even than it is at present. 

23. I cannot but think, therefore, that to enact that a‘sovereign should 
be legal tender at 10 rupees, with the view of introducing it largely into the 
currency of India, would he totally inoperative; and it is very inexpedient to 
enact a law which would have no practical effect, and which it 


Biiiiuo a law wxiicxx wouiu nave no practical exiecc, and wmen it might be 
necessary to alter in a very short time. 

24. I am unwilling, therefore, to sanction such enactment, but at the 
same time I see no objection to reverting to a state of matters which pre¬ 
vailed in India for many years, namely, that gold coin should be received 
into the public treasuries at a rate to be fixed by Government, and publicly 
announced by proclamation. 

25. This was the case with the gold mohur, or 15-rupee piece, from 1835 
till Lord Daihousie's proclamation in 1852, and with other gold coins pre¬ 
viously to the reformation of the currency in 1835, 

26. At their present value, there can hardly be a question of the readi¬ 
ness of the people of India to receive sovereigns for 10 rupees, and if any 
difficulty should be apprehended about their doing so in parts ol‘ the country 
distant from the Presidency towns, it will be obviated by their being received 
at that rate into the Government treasuries. Ido not anticipate the least risk 
of loss to the Government by so receiving them. One of the Appendices to 
Hr C. Trevelyan's Minute shows that the sovereigns received into the treasury 






great as is represented in Sir C. Trevelyan's Minute and the accompanying 
papers, it is possible that this advantage may counterbalance some loss. 

2.9. Whether it would do so, and to what extent, can only be determined 
by experience, and I ara of opinion that it may be desirable to try at once, as ' 
an experimental measure, the course which I have suggested. 

30, 1 wish you, therefore, to declare and to make it publicly known by 
proclamation, that sovereigns and half-sovereigns, according to the British and 
Australian standard, coined at any properly authorized Royal Mint in 
England or Australia, and of current weight, will, until further notice, be 
received in all the treasuries of India for the same sum as 10 and 5 silver 
rupees respectively, and will be paid out again at the same rate, unless 
objected to. * 

31. This measure appears to be entirely unobjectionable. It is in accord¬ 
ance with the cautious and tentative course recommended by the Chamber 
of Commerce of Calcutta ; it will, as far as it goes, facilitate the use of the 
sovereign md half-sovereign in all parts of India ; it will pave the way for 
the use of a gold coinage in whatever shape it may ultimately be found advis¬ 
able to introduce it $ and, at the same time, it establishes a preference in 
favour of the sovereign. 






Nr.tiwcA.noN aw tub Government of India, in this Financial De 

dated 213 rd November 1864. 


P A H I M ENT. 

The Governor General of India in Council, considering’ it expedient that 
the circulation of British and Australian sovereigns in all parts of British 
India and its dependencies should be encouraged and facilitated, is pleased 
hereby to direct that, from arid after the publication of this Notification, 
sovereigns and half-sovereigns coined at any authorized Royal Mint in Knglaud 
or Australia of current weight,*shall, until further notice, he received in all 
"the Treasuries of British India and its dependencies in payment, of sunis due 
to the Government, as the equivalent of ten and live rupees respectively ; and 
that each sovereigns and half-sovereigns shall, whenever available at any 
Government Treasury, be paid at the same rates to any person willing to 


s The standard weight of the sovereign'.in grains* 123*274, and it ceases to be current 
when, from wearage or other causes, it fails iu weight below grains 122'5. 




Notification by this Government of India in this Financial Dei*art- 
mknv—No, 8618, datIs'd &3r:d November 1864. 

* ‘ ' * >. . "■.•4_ *. 

The Governor General of India in Council is pleased to direct, under the 
authority vested in him by Act XIX. of 1861, Section 9, that Government 
Currency Notes shall, until further notice, be issued at the Offices and 
Agencies of Issue of the several Circles of Government Paper Currency in 
British India, in exchange for sovereigns and half-sovereign.*', coined at any 
authorised Royal Mint in England or Australia, and of current Weight, calcu¬ 
lated at the rate of ten and five rupees respectively, to an extent not exceeding 
one-fourth of the total amount of issues represented by ooin, or by coin and 
bullion in each circle. 





/ . * ‘ /■ * ■■’ .-. XV. ' \' f . [ ,•■>!,: 

Minute by the Honoobabli Sir Richard Tcmpub, bayed- 5th June 1868. 

In reference to the possible introduction of a gold currency for India, I 
submit that further measures should be considered for the accomplishment of 
this end. 

%. This would be in accordance with the recommendations addressed to 
the Government of India from all quarters, with the recorded opinion of three 
successive Finance Ministers, Mr. Laing, Sir C. Trevelyan., and Mr. Massey, 
and with the express representations of the Currency Commission of I860, 
under the presidency of His Excellency Sir W; Mansfield, who is one of the 
first living authorities on the subject, and by whom the deliberations of 
Government in this matter have been most materially assisted. 

8. I am personally much indebted to His Excellency Sir William 
Mansfield for advice and support in the preparation of the case which I have 
now to lay before the Government of India. 

The notification by the Government of India issued in November 1864, 
declaredly with the view 

«* tbufc the circulation of British and Australian sovereigns in ail parts of British. India 
should be encouraged and facilitated," 

though to some extent successful at first, has for some time remained inopera* 
five, since few or no sovereigns are now presented at the treasuries, and in the 
opinion of the best informed authorities is likely to continue inoperative. 

4. The cause of this appears to be that, in the notification, the amount of 
ten rupees offered as equivalent for the sovereign is not generally sufficient 
to attract sovereigns, as the above rate is somewhat below the average market 
value of the sovereign. This result was indeed predicted in Sir W. Mansfields 
Minutes of 1864, and was indicated in Sir 0. Wood's despatch of S6th Sep¬ 
tember 1864, This view is further enforced in the Currency Commissiou's 
report. 

fi, Inasmuch as the Secretary of State in the above despatch desired that 
gold coin should he received into the public treasuries at a rate to he fixed by 
Government, and further observed that 

“ it may be desirable to try us an experimental measure tbe course suggested,’’ 
remarking that 

**this would facilitate the use of sovereigns in India,”—* 

and inasmuch as the notification was issued to facilitate accordingly tbe influx 
of sovereigns, which object had not been attained, apparently because the rate 
offered as equivalent for the sovereign was too low,— I am of opinion that the 
question ought now to be considered of raising the proffered rate somewhat 
above ten rupees*—a course which would priind facie accord with the principles 
laid down by Sir C. Wood. 

0. At the same time, of the amount (understood to be about 500,000) of 
sovereigns received in the treasuries in consequence of the notification, a large 
portion is believed to have been rapidly taken up by the public, while some 
portion (about 1.60,000) remaining in the treasury was transmitted to England 
in 1865, It may he that the last-named transmission was due to a parti¬ 
cular state of the exchanges at* the time. This matter should be more parti¬ 
cularly examined in the Financial Department, 



* 

7. Tiio average market value of the sovereign—by which the rate to he 
offered as equivalent in rupees should be regulated—ban been fully discussed in 
Sir Vo' , Mansfield's Minutes of 1804. 

The following passages may also be quoted from Sir Charles. Wood's 
despatch of September 1884 : — 

*'JPar.a. 16.—With regard to the first proposal of‘coining sovereigns in In die, Mr, 
Biown’s paper contains a calculation of the cost at present, of producing a sovereign at a Mint 
in India, and he estimates it at Bs. 10-4-0. 

“ 17. With regard to the second proposal of importing sovereigns, Mr. Dunlop's paper 
estimates the price, calculated in rupees (and the rupees taken at the oue-tentb part of an 
English pound), at which an English sovereign can be laid down at Calcutta, at Bs. .10-4-.U), 
that of an Australian sovereign at Re, 10-2-9. 

“ 18. The prices at which Australian sovereigns have been actually sold at Calcutta, 
according to Mr. Dunlop’s papers, give a higher value for the sovereign than this, and the 
prices of English sovereigns which I have received from Bombay arc ulso rather higher than 
the price above given. 

19. I. do not know that, in the present exceptional state of the markets for. produce in 
India, thu present prices of the precious metals are a good criterion of their value. On 
referring to the prices of silver in the markets of Europe, the intrinsic value of the sovereign 
in rupees would seem to be about Bs. 10-8 at the present price of silver in London, and 
about Bet 10-12 at the price which prevailed some time before 1850.” 

8. Further, m reference to the possible consideration that the rate should 
be fixed mainly with regard to the price at which coined gold could be laid 
down in India from the cheapest Arid nearest source of supply—namely, 
Australia —the following passages from the Minute by Mr. Arbuthnot of Sep¬ 
tember 1864 seem to show that regard ought also to be had to the price of 
coi tied gold from -England 

“ Mr. Dnnlop comes to the conclusion that British coined gold can be laid down in 
Calcutta at Es. 10-4-10 per sovereign. I have ascertained from the Manager of the 
Oriental Bank that the actual cost of sovereigns sent hy that establishment to India in 1863 
was at the rate of Bs. 10-3-4. The difference is important, because much stress is laid in 
the Minute (by Sir C. Trevelyan) on tho economy of direct transmission oi gold from 
Australia to India.” 

9. -Then further adverting to the following passage from Sir C*. 
Trevelyan's Minute that 

“ the sovereign must be rated, not with reference to its value in England, but solely with 
reference to the cost at which it can be obtained from the cheapest source of supply, that is 
from Australia ”— 

10. Mr, Arbuthnot goes on to say— 

“ It might be a sufficient practical answer to this suggestion to observe that if the 
importations of treasure into India are to go on at their present rate * * Australia could 
not supply all the gold that might be required.” 

Again, he observes that 

“ sufficient consideration is not given to the circumstance that, notwithstanding the facilities 
afforded by the Australian market, it has yet been found profitable to our merchants to send 
direct from London one-third of the gold required in India.” 

11. Under all the circumstances, I propose, if His Excellency in Council 
shall approve, to consult the Governments of Bengal, Madras and Bombay as 
to the exact rate which shall be be fixed above ten rupees, with a suggestion 
that they refer to any particular person or persons who might be experts in 
this matter. I also propose that Mr. Dickson, the Secretary to the Bank of 
Bengal (who is believed to be generally in favour of raising the rate), should 
be similarly consulted. These several communications should be made confi¬ 
dentially. 


K 


IS. After these opinions shall have been received, and collated, the 
Government of India will, I submit, be in a position to consider the propriety of 
issuing a fresh notification with a revised rating of the sovereign relatively to 
rupees. . 

13, I would nest observe that Section VII of Act XV11 of 1835, relating 
to gold coinage for India, has never been repealed, and is still capable of being 
put in force. That section ruuB as follows: — 

And be it enacted that the under-mentioned gold coins only shall hencelotth be coined 
at the 'Mints within;the territories of the East India Company . , , 

i ' irst . —A gold mohur or 15*rnpee piece of the weight of 180 grams Troy, and the 
following standard, viz :— 

or 165 grains of pure gold, or 15 grains or alloy. 

Second- —A 5-rupee piece, equal to a third of a gold inohur. 

Third .— A 10-rupee piece, equal to two-thirds of a gohl mohur. ... 

Fourth—A 30-rupee piece, or double gold inohur. 'And the threo last-mentioned 
coins shall be of the same standard with the gold mohur, and or 
•proportioned weight. - 

14, By law, then, it would be possible to coin gold pieces, each equivalent 
to ten rupees, according to the above standard. 

In special reference to the above, the following passages may be read 
from the report of the Currency Commission - 

• Para- 26.—The Commission would draw attention to the fact that -the price of the 
gold mohur or Government piece of R$. 1G, as fixed by Act XVII of 1835, is, as nearly a» 

possible, the average maikot rata of the price of'eoined gold of the present day, 

* f 27. That price, as sanctioned by iatv in 1835, seems to be the legitimate Basis on 
which, to fonnd a gold legal tender coinage for India, consisting of pieces of 10 ana o rapees 
respectively, the 10-rupee pieces having the weight of 120 grains, and the 6-rupee pieces OO 
grains Troy. Vide Section VII, Act XVII of 1835.” 

15, In connection herewith, the following passage may bo read from Sir 
C. Wood's despatch of September 1864 

«I see no objection to reverting.to a state of things which prevailed in India for many 

? oars—namely, that gold ooin should be received in the public treasuries at a rate to be fixed 
y Government, and publicly announced by proclamation. This was the oase with the gold 
inohur or 16-rupee piece from 1835 till Lord Dalhoueie’s proclamation^ in 1852, and with 
ether gold coins previously to the reformation of tho currency in 1836. 

16. There may be doubt as to whether the proclamation of 1852 is any 
longer needed, and should not now be withdrawn. Mr. Laing’s opinion ex¬ 
pressed in 1862 may be quoted in support of this view, 

17. If gold pieces were now to be coined in the same way as they were 
from 1835 to 1852, the influx of gold into India, and the existence of consi¬ 
derable quantities oE that v metal in the country, might ensure the presenta¬ 
tion of a sufficiency of gold at the Mints for coinage. Irrespectively of the 
presentation of sovereigns, bar gold might be bought by the Mints for coinage 
when the operation could be effected remuneratively. 

18. At the same time it might be considered whether power should be 
taken by the Government of India to declare, at such time as might he deemed 
proper, the gold coins to be legal tender in the sdme manner as was done by 
Sections VII and IX of Act XIII of 1862 for silver and copper coins* 

19, Attention may be given to what has been urged in Europe with 
respect to a combined system of international and decimal coinage, whereby, 
among other things, the English sovereign would be assimilated to a gold piece 
havtqg the exact value of 25 francs. It may be remarked that the standard 
value of such a piece, vie., of *5 francs, would approximate in intrinsic value 
to the 10*rupee gold piece of 1885, the latter being apparently slightly less 
than 25 francs? while the sovereign is 20 centimes more. Without Commit* 



ting myself to any opinion, I would just observe that possibly hereafter a 
bridge may have to be found to the execution of the plans which have been 
debated in Europe. The points involved in this part of the subject arc worthy 
of further discussion, and of reference to competent authorities, 

20, I apprehend that the question of coining gold pieces, either under the 
provisions of Act XVII of 1835, or else with reference to some other standard 
value as might be fixed after enquiry, ought under all the circumstances:to be 
eventually referred to the Secretary of State. 

2JL, in respect to declaring gold coins to be legal tender in India, I incline 
to think that, before adopting this course, it would be better to await the effect 
of receiving sovereigns at the revised rating and of the coining of the pro* 
posed gold pieces at.the Mints. 

22. I propose, if His Excellency in Council shall approve, that-the above 
points in reference to the coining of gold pieces in India should be referred 
confidentially to the Governments of Madras and Bengal, and to the Secretary 
to the Bank of Bengal, with special reference to the more exact determination 
of the relative values of gold and silver in India, it being borne in mind that 
the evidence submitted by the Currency Commission is now two years old, 
and that the tendency of gold to rise in value, which was remarked by Sir 
W. Mansfield in 1804 (vide note to page 61 of this volume), has somewhat 
declared itself since he wrote. 





XVI. 

Notification by the Goveenment of inqia, Financial Depabtiient, 
No. 32,87, dated 28,th Octobbe 1868. 

In modification of the Notification by the Government of India, No. 8517 
of the' 23rd November 1804, the Governor General of India in Council, ia 
pleased to direct that from and after the publication of this notification 
sovereigns and half-sovereigns, coined at any authorised Royal Mint in 
.England or Australia of current weight, shall be received in all the treasuries 
of British India and its dependencies in payment of sums due to the Govern¬ 
ment as the equivalent of ten rupees and four annas and five rupees and two 
annas respectively ; and that such sovereigns shall, whenever available at any 
Government treasury, be paid at ib.e same rates to any person willing to 
receive them in payment of claims against the Government. The gold pieces 
stated in section 7 of Act X VII of 1835 will also henceforth be received as 
above, according to the values stated in that Act. 





Minut® by tiie Hon'ble A. J. Arbothnot, dated 80 th November 1868, 

In the letter from the Financial Secretary to the Government of India, 
under date the 30th June last, the attention of the Madras Government 
was called to the question of introducing a gold currency into India, which 
is now again engaging the attention of the Governor General in Council, and 
we were asked to give our opinion and those of any selected gentlemen, 
who from their experience might be experts in the matter, on the two follow¬ 


ing questions 

1st .—Whether the rate of ten Rupees, at which, under the notification 
of November 1864), English and Australian Sovereings are receivable at the 
public treasuries, should be revised, and if so, what the now rate should be, 

gold pieces be coined, 


supposing such c oinage were resolved upon 

2. It was stated in the letter (paragraphs 13 and 14) that at present 
the Government of India is hardly prepared to recommend the declaration 
of any gold coins as legal tender, but that it would lie open to the Govern¬ 
ment of Madras, or any of the gentlemen who might be consulted, to 
advance any special reasons in support of such a declaration, should they 
deem fit to do so, 

8. The Financial Secretary's letter was referred to Mr. Sim, 2nd Member 
of the Board of Kevenue, to the Mint Master, Colonel Carpendale, and to 
two'of the ablest native officials in this presidency, the Honom-able V, 
Kamiengar and C. Runga Charloo. Colonel Orr, the Secretary to Govern¬ 
ment in the Public Works Department, and, who was for some”years at the 
head of the Madras Mint, and is a high authority on currency matters, was 
subsequently invited to give his opinion on the general question of the intro- 
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orage.on the coinage of silver being varied, from time- to time, according to 
the rise or fall in the value of silver in relation to gold 


2nd .—-That whatever method be adopted for introducing a gold coinage, 
the imposition of suehr a varying seignorage on the silver coinage will be 
essential, at all events at the commencement, and until gold shall have so 
far taken the place of silver in the currency as to justify the Government in 
placing the latter coinage upon the footing of a subsidiary or token coinage, 
in order that the gold coin may maintain a fixed value in relation t.o the 
silver rupee, • 

3tcl .—That it is absolutely necessary that whatever gold coin may be 
introduced shall be declared to be a legal tender. 

6, The reasons which render it necessary, in the event of a gold currency 
being determined on, whether the coin selected be the English and Australian 
Sovereign, or a distinct gold coin nearly an equivalent of 10 Rupees at the 
present relative value of gold and silver, that there 'shall, for a time at ail 
events, be a varying seignorage on the coinage of silver are clearly stated in 
Colonel Orr , s memorandum. They are briefly these: that the value of silver 
in relation to gold constantly varies, and at present has a tendency to fall ; 
that in order that the relative value of the two coinages maybe maintained at 
a fixed standard, it is necessary, either that the seignorage imposed on one of 
the coinages shall be altered from time to time to counteract the effect of the 
changes which take place in the relative value of the two metals, or that the 
intrinsic value, that is the weight or fineness of one of the coinages, shall, 
from time to time, be changed, or that the exchangeable value of one of them 
shall, from time to time, be altered. The last of these three processes is that 
which is pr'aocically involved in the adoption of the first suggestion made in the 
despatch now uuder consideration, but it is proposed avowedly as a tentative 
measure j and there can, I think, be no question that it. would cause much 
confusion in accounts and great general inconvenience. The second may be 
dismissed with the remark that it would bo practically impossible ; and there 
only remains the first, vie., the imposition of a varying seignorage on one of 
the two coinages, which is apparently the only convenient mode of meeting 
the difficulty arising from the variations m the relative market value of the 
two metals. 

7, In regard to the question of declaring any gold coin that may be 
introduced a legal tender, it appears to me essential that this should be done, if 
it be only to counteract in some measure the well-known tendency of the 

f eople of this country to depreciate the value of coins of large denominations. 

t .is probable that, whatever gold coin might be introduced into the currency 
withouflfceing made a legal tender, in many parts of the country batta would 
be charged on every such coin, when tendered in payment of a debt. More¬ 
over, it is very doubtful whether any coin not a legal tender, and conseque ntly 
not a part of the legally current coinage of the country, would command that 
confidence which would enable it to pass from hand to hand, and which is • 
essential to the effective circulation of any form of currency, whether it be 
gold, silver, copper or paper. In reference to this point Colonel Smith observes 
that, before the Act of 1835 was passed, the 15 and 10-Rupee pieces which 
were then legal tender, though not deraandablc, circulated freely, and were 
taken without.hesitation ; but that lately Sovereigns hold by the Government 
of India, although their exchangeable value was superior to 10 Ru pees, could 
not be got rid of from the public treasury at that rate, and were sent home 


’ to England. It was, I think, correctly laid clown by Mr. Massey in bis 
Minute of the 2nd February I860 as an axiom which must be accepted, that 
if a gold currency were to be introduced “ nothing short of the recognition o* 
the Sovereign or some other denomination, of gold coin as a legal tender 
would suffice/'* Tiie same opinion is expressed by toe Madras Chamboi of 
Commerce in their letter of the 5th ultimo, and also by the Bombay Chamber 
in their- letter of the 14th September. 

8. Subject to the two essential conditions above adverted to, viz., that ® 
varying seignorage shall be imposed upon silver, and that whatever.gold coin, 
may be adopted shall be declared a legal tender, it appears to me that there 
will be no serious difficulty in introducing a gold currency by one of the 
following methods :— 

Either by declaring the English and Australian Sovereign and Half-Sovereign to he a 
legal tender'at 10 and 5 Rupees, respectively, abolishing the seignorage on gold ard raising 
that on silver by euoh a varying percentage as may, from time to time, he requisite so to 
adjust the relative exchangeable value of the two coinages as to encourage the importation 
of gold and its delivery at the Mints, for coinage. 

Ox by coining gold pieces more nearly equivalent to 10 and 5 Rupees at,fho present 
value of silver, providing at the same time tor the imposition of a varying seigaorage.oa the 
tatter ooiuage. 

9. The first of these measures has been recently advocated by three officers 
of considerable experience in currency questions. Colonel J, T„ Smith, form¬ 
erly Mint Master at Madras and Calcutta successively, and Colonels Hyde 
and Ballard, the present Mint Masters at Calcutta and Bombay. It has tho 
great practical convenience of introducing into India the coin which Is in. use 
in those countries with which India hag its most intimate relations. One ob¬ 
jection to it is, as Major Chesney remarks in his recent work on Indian 
Polity, that it. would cause a rise in the value of the silver coinage and a con¬ 
sequent fall .cl prices, and that the holders of the existing silver currency 
would benefit at the expense of the general community by the amount of the 
seignorage imposed bn tho new sil ver currency. The exchangeable value of 
the Rupee would certainly be raised by the enhancement of the seignorage, 
and prices would fall in proportion j but the fall, as Colonel Ballard shows, 
would be very gradual, and would scarcely be appreciable. It would be aa 
nothing in comparison with the rise of prices which has taken place of lata 
years. It would probably be less than that which would bo caused by any 
great extension in the circulation of the paper currency. 

10. Another objection which I am aware has been advanced, and which, 

though opt expressly stated, was probably one of the objections in the minds 
of the Bombay Chamber of Commerce when they designated the artificial 
met bods-proposed for raising the value of the Rupee by raising the seignorage 
on the silver coinage as hardly less, objectionable than an actual increase to 
the intrinsic value of the Rupee, is based upon an idea that the measure 
would affect exchanges by raising the rate of exchange in the case of Bills 
drawn in London upon India, and lowering it in the case of those drawn in 
India upon London. According to the later! quotations the price of silver 
in London was 60 \d., while the Secretary of State’s and Mercantile Bills were 
selling for L. II|r?. per Rupee. Now the Rupee contains silver worth only 
I*. lOfiL, when the price of that metal is audit follows that Bills on 

India were selling in London for some four per cent, more than their equi¬ 
valent of bullion. The difference is accounted for in a great measure by 
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■assuming that the purchasers of the "Bills took into consideration the cost of 
sending out bullion, about two per cent., and the seignorage of two per cent* 
now charged at the Indians Mints for the mintage of silver., It thus appears 
that the effect of seignorage on silver, so long as that metal continue* to be 
the measure of value, and so long as the Rupee is the money of account, is to 
enhance the cost of remitting money to this country, and that if the present 
seignorage on silver of two per cent, were raised to sis per cent., which 
would bo necessary in order to admit of the Sovereign being brought into 
circulation at the exchangeable value of Rupees 10, the price of Bills on 
India would be raised also by 4 per cent., or 2s. 0|^. per Rupee when silver is 
601«?. per ounce, a serious consideration so long as the balance of trade contin¬ 
ues to be in favour of India, if the effect adverted to were likely to he of 
lengthened or indeed of any duration; but those who advance this objection 
would seem to have overlooked the fact that, so soon as the Sovereign had 
taken that place in the currency which the advocates of its introduction 
desire to obtain for it, it would become the real standard of value, even 
though the Rupee like the Franc in France continued to be the money of 
account. Thus, supposing the Sovereign to be a current coin in India 
at the exchangeable value of 10 Rupees, and that there were no seign¬ 
orage on the coinage of Sovereigns, a merchant in London having to 
remit the sum of Rs. 10,000 to Madras, would make his remittance not in 
terms of Rupees, but in terms of Sovereigns, either by remitting 1,000 
Sovereigns or bullion of that value, or by obtaining a Bill of Exchange for 
that sum, and in the latter case the rate of exchange would be determined 
mainly by the cost of remitting specie or bullion. The remittance would be 
made in terms of Sovereigns,* but if the Rupee were the money of account, it 
would be entered in the accounts of the person who received it as a remittance 
of Ha. 10,000, as he could at any moment exchange the 1,000 Sovereigns for 
Rs, 10,000* 

11. Another objection which has been advanced, though it is not urged 
in the papers now before us, and which I may remark would apply with equal 
force to the introduction of the Sovereign into the Indian currency on any 


• Since the above was written I have seen an article in .the Money Market Review f dated the 
24th October last, pages 385 and 386, the following extract from which seems to support the 
theory which I have here ventured to advance. 

** If the Sovereign he declared legal tender at R10, an arbitrated par of exchange between 
India and England will be established that will not fluctuate with the rise and fall of silver 
bullion in the London market, and thereby the intricacies of commercial exchange between the 
two countries, created by bankers and bullion dealers only for their manifest advantage, will be 
avoided ; for the par of exchange will mainly depend upon freight, insurance and brokerage, which, 
being once settled, will continue fifced for long periods, at a rate betw een three and two per cent., 
or less, according as England or Australia may export the Sovereign to India.* * 

" The following table shows the net arbitrated par of exchange that will thus be established 
if the Sovereign be made a legal tender at B10 in India, and, instead of the exchange with 
■India being quoted at the an intelligible rates of so many shillings, pence and eighths per Rupee, 
bills on India could bo sold at a discount varying from two to three per cent, which is easily 
understood by all and could bo readily calculated without the aid of cumbersome tables of 
exchange 
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terms, and still more tothe adoption of an international coinage, which of 
late years has been advocated in Europe, is the alleged risk of a sadden and 
large demand for Sovereigns, for exportation from England to India, on the 
occasion of a monetary crisis in the latter country. It is argued that,, in ease 
of a pressing demand for coin, Sovereigns might be' exported from England 
to India in preference to bullion with the view of avoiding the delay which 
the pvoee&s of assaying the bullion necessarily involves, and to such an extent 
as to cause serious inconvenience to the English public. The contingency is 
one which, doubtless, ought to be qodsjdeerd; but it is difficult to suppose* 
that-it can have been altogether overlooked by those who have recommended 
the Sovereigns as the standard of value for India, or by those who have 
advocated the introduction of a universal currency to be adopted by all the 
nations of the civilized world. It is, I imagine, one of those cases in which 
the probable and almost certain conveniences of the course recommended more 
than counterbalance any possible inconveniences that might occasionally arise. 

12. The only objection to the plan of adopting a distinct gold eoin for 
India is that it, would postpone, for an indefinite period, the extension to 
India of the convenience of having a, gold coinage similar to that which is 
said to form half the gold coinage of the world, and which is the coinage in 
use in those countries with which India is most intimately connected in it# 
commercial and political relations. 

13. The objection to the introduction of the Sovereign as a standard of 
value at any rate, other than ten Rupees, is the confusion it would cause in 
accounts. This objection is adverted to in the letters from the two Chambers' 
of Commerce, and it appears to be generally shared in by mercantile men. 
Since.these papers came before me, a resolution has appeared in the Gazette of 
India , intimating that Sovereigns will, until further notice, be received into, 
and paid out of, the public treasuries at Rs. 10-4-0 ; but at the present price 
of silver it is difficult to conceive that this measure will be more successful 
than that adopted in 1864. 

14. Reverting to the two questions propounded by the Government of 
India, I think that in reply to the first it may be safely asserted that 
Ks. 10-8-0 is the lowest rate, which, at the present price of silver’and with 
the present rate of seignorage, would bring Sovereigns into circulation ; but 
it appears to me to be very doubtful whether, even if this rate were adopted, 
the measure would succeed, unless the coin were declared to bo a legal tender. 

15. In regard to the standard value at which the Rupee gold pieces 
should be coined, supposing such coinage were resolved on, I think that, for 
the reasons stated in Colonel Orr J s memorandum, the 10.Rupee gold pieces 
should bo of 120 grains, of which one-twelfth should be alloy, such additional 
seignorage being imposed on the coinage of silver as will encourage the 
importers of bullion to import gold for coinage. 

*16. On the whole, however, I am disposed to think that to declare the 
Sovereign a legal tender at ton Rupees, imposing at the same time such an 
enhancement of the seignorage on silver as may be requisite to bring the 
Sovereign into circulation at that rate, is the best and most convenient 
method of introducing a gold coinage that, under present circumstances, can 
be devised. 

17. In the foregoing remarks I have not deemed it necessary to enter 
into any discussion of the question whether a gold currency is really needed 
to meet the monetary requirements of India. That such a currency is a great 


desideratum is now admitted almost universally; and, this being* so, ft would 
observe that the present time, when.the price of silver is comparatively low 
and its tendency is apparently to fall, appears to be a peculiarly favourable 
time for the introduction of a gold currency, for the comparative cheapness of 
silver in relation to gold renders it much more easy than it otherwise, would 
be, to reduce the silver currency, by means of an enhanced, seignorage on all 
future coinages of silver, to the position of a subsidiary or token currency, a 
process which is absolutely necessary, if gold is to take that place in the 
currency which appears to be desirable with reference to the increasing wealth 
of the country. V 






From the Government or India, to the Secretary or State for, India, 
No. 333, dated the 23 rd December 1868. 

By our despatch No. 29 of the 22nd January 1867, we submitted 
copies'of the^eport by the Commission appointed to enquire regarding the 
currency, both paper and metallic. We now desire to address you in respect- 
to that part of the subject which relates to gold. 

. 2. It will be in your recollection that by the notification of the 23rd 
November 1864 the Government of India engaged that sovereigns and half- 
sovereigns should be received at the public treasuries as -the equivalent of 10 
and 5 rupees respectively, until further notice. The declared object of tliia 
was that “ the circulation of British and Australian sovereigns in all parts of 
British India should be encouraged and facilitated. 57 

3, In his despatch of the 26th September 1864 on this subject, the 
Secretary of State remarked that there was “ no objection to reverting to a 
state of matters which prevailed in India for many years , namely, that gold 
coin should be received into the public treasuries at a rate to be fixed by 
Government and publicly announced by proclamation/ 6 7 8 

4. Further on he laid it down that — 

“ the question as regards the introduction of the sovereign into circulation at the rate of 
Be. 10 mu at depend on whether it would be worth the while of any person having a pay¬ 
ment to make to carry gold to a mint to be coined into sovereigns, or to import sovereigns, 
in order that he may have the power of paying a sovereign in discharge of a‘debt which he 
may equally discharge with ten silver rupees. It is not probable that at the present relative 



5. Further again, in reference to the notification above alluded ter, he 
observed:—> 

“ It will, as far as it goes, facilitate the use of the sovereign and half-sovereign in all 
parts of India; it will pave the way for the use of a gold coinage, in whatever shape it may 
ultimately be found advisable to introduce it.” 

6. Before proceeding further, we would observe, in reference to the 
extract last quoted, that, in. fact, India had never been without a gold coinage ; 
that such coinage had been put op a legal footing by Act XVII of 1835, 
which law had never ceased to be acted upon in respect to the coining'of gold, 
as shown by the Calcutta Mint return for each year up to the present time. 

7. In the first instance, some measure of temporary success followed the 

issue of the notification above referred to, and about 500,000 sovereigns were 
received into the treasuries. This was, doubtless, owing to the tbenpeculiar 
state of the exchanges. Of the above amount, a large portion was readily 
taken out by the public. A portion, however, remained on the hands of 
Government, and that was remitted to England with a fairly advantageous 
result. Since that time, however (1864-65), the presenting of sovereigns has 
almost entirely ceased. The notification has had no effect for some time past. 
And in the opinion of the best informed authorities it was likely except 
under very exceptional circumstances, to remain inoperative. * • * 

8. Tbe cause of this 'is, as we certainly believe, that in the notification 
the amount of 10 rupees offered as equivalent for the sovereign is not generally 
sufficient to attract sovereigns, inasmuch as the above rate is somewhat below 
the market value and the intrinsic value of the sovereign. It is therefore 
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manifest that it any effect is to bo given to the principle panctioned by the 
Secretary of State in 1804, a rate somewhat above 10 rupees must be offered. 
This necessity, was, indeed, predicted in 1884 by several authorities in this 
country, Sir William Mansfield among them. The same conclusion was 
clear!) pointed to by the facts and considerations forwarded with the Secre¬ 
tary of State's despatch in 1864. And this view was further enforced by the 
Currency Commission in 1866. In short, the object which the Secretary of 
State desired to attain has not been attained, because the proffered rate was 
too low. 

9. There is also another cogent reason for revising the rate of the noti¬ 
fication. By the Act (X VII of 1835) the standard and the conditions for 
coining gold pieces as equivalent for 15, 10 and 5 rupees are fixed. Accord¬ 
ing to that standard, a 10-rupee gold piece has 120 grains, including alloy ; 
whereas a sovereign has 183* grams and would be worth not Ra. 10, but 
Rs„ 10 and annas 4, as nearly as possible. This standard, too, is found to be 
a true and correct one ;it has been for many years, and continues to be, fixed 
by a law which i? still in operation. Now there is a manifest difficulty in 
maintaining a rate such as that in the notification of November 1804, which 
makes an official deduction from the-.proper value of the sovereign of per 
cent., which places the sovereign at a disadvantage as compared with the 
British Indian gold pieces, which makes an unnecessary distinction between 
British and British Indian gold coins to the prejudice of the British coins, 
and which is at variance with a standard fixed by law in India, lb is thus 
not only very desirable, but necessary, to rectify the official value of the 
sovereign, so far as the public treasuries are concerned, and to place it on a 
footing of equality, as regards relative value, with the gold pieces established 
in India by Act XVII of 1835. 

10. In the concluding part of the Secretary of State’s despatch of Sep¬ 
tember 1864, a hope was expressed that the receipt of sovereigns at the 
public treasuries at a rate to be fixed by Government would “ establish a 
preference in favour of the sovereign.” Manifestly, it was intended that the 
sovereign should have at least a full measure of justice. Experience uow 
proves that in order to do it justice, a rate somewhat in excess of 10 rupees 
must be offered. 

11. Looking, then, to all these considerations, to the recommendations 
of the Currency Commission, to the opinions of those authorities who have 
been consulted, and especially to the opinion of the -able and experienced 
Secretary of the Bank of Bengal (a copy of which is herewith forwarded), we 
have determined to offer to receive sovereigns at the public treasuries as the 
equivalent of 10 rupees and 4 annas, and we have notified the same accord¬ 
ingly. 

12. We hear in mind that the facts and considerations adverted to in the 
Secretary of State’s despatch of September 1804, and in the minute by Mr. 
Arbuthnot forwarded at the same time, point to a higher rate even than 10 
rupees 4 annas. It has-also been remembered that for some time the current 
market price of gold has been higher than the last-named rate, if, then, it 
should appear at first sight that a higher rate than 10 rupees 4 annas should 
be offered, we would observe that intrinsically it is sufficient ; that it is as 
much as could prudently and safely be offered; that sovereigns received at 
this rating could, sooner or later, be certainly disposed of without loss to the 
treasury ; "that if a higher rate were offered, there might be difficulty some¬ 
times in disposing of the sovereigns advantageously. On the other band, 



there is no probability of the revised notification remaining, lifee the former 
one, a. comparatively dead letter. Already some thousands of sovereigns at 
the new rate have been received at the Calcutta Treasury, and more are 
expected to be paid in, .. 

13. Seeing that the rate of 10 rupees & annas for the sovereign 

approximately corresponds with the standard fixed by law for the British 
Indian gold pieces j that the coinage of these pieces has been going on to 
considerable amounts year by year and is still proceeding j that the quantity 
of these coins taken by idle public affords proof of theft undirninshed usefulness 
and popularity ;~~we have determined to receive these pieces at the public 
treasuries at the Valuation fixed by Act X VII of 1835, and we have notified 
accordingly., Previously to 1852 these coins used to be received at the public 
treasuries. In that year this practice was discontinued by the order of the 
Government of India, consideration having been had to the possibility of an 
excessive influx of gold from Australia. That apprehension has now, of 
course, passed away. It is thus plain that these pieces may be received at 
the treasuries without loss to the State and with much convenience to the 
people. Notwithstanding the disadvantage of not being receivable at the 
treasuries, these pieces have, during the period which has elapsed since 1852, 
been coined at the Calcutta Mint to the value of upwards of one million ster¬ 
ling. For this coinage the gold was almost entirely received from the public, 
and the coins are believed for the most part to have been sent up-country. 
We shall continue, of course, according to the law, to coin in this way all 
gold bullion or specie that may be presented for coinage. . 

14. It will .be for the Financial Department to determine from time to 
time what should be done with any superfluity of sovereigns whioh might 
possibly accrue, namely, whether to.coin them into Indian pieces or to remit 
them to England, when such an operation might be favourable with regard to 
the state of exchanges. 

16. It will be for experience to determine whether sovereigns will take 
a place as current coins, the sovereigns not being the exact multiple of the 
rupee, or whether, as is most probable, the Indian coins will be preferred. 
Should the former turn out to be the case, then sovereigns will be taken out 
of the treasuries as freely as they are paid in at the rate stated in the revised 
notification. If, on the other hand, the sovereigns are not taken out, the 
public have an immediate remedy, as referred to above, namely, in turning 
them into Indian gold pieces. If the latter result should come about, |there 
would be proof of the impossibility of successfully applying the sovereign to 
currency purposes in India, 

16, Heretofore, however, only 15-rupee pieces have been coined, although 
the law authorises the coinage of 10 and 5-mpee pieces. We propose to 
make early arrangements for the coining, according to law, of 10 aud 5 as 
well as of 15-rupee pieces. 

17. Wo append copy of our recent notification above alluded to. 

13. In conclusion, we hope it will be understood that we have steadily 
kept in view the advantage of ultimately making gold a legal tender, 

19. On a careful retrospect of the whole case, we apprehend that 
experience shows that what may be termed artificial difficulties have arisen, 
first, from the prohibition to receive gold at the treasuries in 1852. After 
that it was attempted in 1864 to cause the sovereigns to pass at a rate which 
experience shows to be less than the coin is worth. What is now being done 
is experimental and tentative, in order that we may become sure of the fact 
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as to the r^ative value of gold and silver in India before we make the 
attempt to stereotype the results by a law and commit ourselves finally to the 
legal tender of gold, Xt is our belief,, however, that the time is not far 
distant wben such q law may be passed. And that the desire for such a law 
is very general throughout India was proved by the evidence taken before the 
Currency Commission, and has been further corroborated by all the inform¬ 
ation which has subsequently reached us. 

SO, Our honourable colleague Mr. John Strachey does not concur in the 
substance of this despatch. - The Minute which may be recorded by him on 
the subject will be subsequently forwarded, 
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MlNTiTB BY- TUB JOHN StBACHRY, DATED SOtH JiSfUABY I860. 

In the last paragraph of the despatch to the Secretary of State* dated the 
23rd December 1868, on the subject of a gold currency, it was stated that 
i did not concur in the conclusions arrived at by the majority of the Council, 
and that the reasons for my dissent would be subsequently recorded. 

In October last I objected to the issue of the notification, by which it was 
declared that Sovereigns would be received at the Indian treasuries in pay¬ 
ment of sums due to the Government, at the rate of Us. 10-4-0 each. The 
Minute which I then wrote was accidentally mislaid, and I now wish again 
to state the grounds upon which my conclusions were founded, and which 
led me tb disagree with the despatch of the 23rd December, to the Secretary 
of State. 

2. Erom Sir Richard Temple's Minute of the 5th June 1868 it appeared 
that the main object which he had in. view was to carry out Sir Charles 
Trevelyan's idea of mating the. Sovereign a subsidiary part of the Indian 
currency. The notification issued by the Government of India in November 
1864 declared that it was expedient “ that the circulation of British and 
Australian Sovereigns in all parts of British India and its dependencies 
should he encouraged and facilitated," and it was ordered that Sovereigns 
and Half-Sovereigns should be received iu all the Indian treasuries as tho 
equivalents of Rs. 10 and 5, respectively. It was stated by Sir Richard 
Temple that this notification had remained almost inoperative, because the rate 
at which the Sovereign was valued was too low, and he proposed in his 
Minute of the 6th June 1868 to revise that valuation. The revision was 
actually made b'y the notification of the 28th October 1868, 

3. I objected to the issue of that notification, because it seemed to me 
clear that it could have no effect in bringing about the end at which the Gov¬ 
ernment avowedly aimed,—the circulation of Sovereigns in India as money. 

If the rate fixed by the Government gives a value to the Sovereign above 
its actual market value in relation to silver, Sovereigns will be imported and 
will be paid into the treasuries. But in this event the Government will be 
unable to re-issue them, and they can never come into circulation. 

If, on the other 'hand, the rate fixed by the Government be too low, no 
Sovereigns will flow into the treasuries, and there will be none to issue. 

4„ If it were possible to fix precisely a rate which would represent the 
present relative value of the Sovereign and Rupee, then it might bo anticipated 
that, so long as that value remained unaltered. Sovereigns might come into 
circulation and remain io circulation. But as it is not proposed to make the 
Sovereign a legal,tender, it would have only a bullion value; and as theory 
and experience alike show, this value must constantly fluctuate. Any fluctua¬ 
tion in the value of the Sovereign above or below the rate fixed by tho 
Government, exceeding a certain small margin, must necessarily lead; on the 
one hand; to the withdrawal of the coins from circulation, dr, on the other 
hand, to their accumulation in the treasuries. 

'Exactly the same conclusion will apply to all other gold coins, whether 
they be coined under the law actually in force in India or not; unless they be 


made a legal tender, and unless at the same time they be so rated in relation 
to the silver coin as to prevent their being sold as bullion; they cannot .remain 
permanently in circulation. 3N T o coin that is not a legal tender can have any 
other character than that of an article of ordinary merchandize, nor, indeed, 
even if it be made a legal tender, will it lose that character. If the currency 
consist of coins of two metals, nothing can prevent the eventual disappearance 
of one of them, unless some system of a subsidiary token coinage, like the 
silver coinage of England, be adopted. 

5. Although the notification of the 28th October 1868 declares the pri¬ 
mary object of the Government to be the introduction of the Sovereign into 
the Indian Currency, it appears from Sir R. Temple's Minute of the 5th June 
1868, and from the despatch of the 28rd December to the Secretary of State, 
that the real intention is to obtain by this means gold for the coinage of new 
gold pieces under Act XVII of 1885, 

6. Even if it be admitted (which I am very far from admitting) that gold 
can be obtained by such means, and that this is the best way of obtaining* it, 
and that such new gold pieces could at the present time be coined to a large 
amount without loss to the Government, it seems to me certain, for the reasons 
already stated, that these coins, not having been declared a legal tender, either 
could not come into circulation,,pr could not remain in circulation. B ut if the 
first condition of making the coins a legal tender were complied with, would it 
really be possible to keep gold pieces coined under the Indian Act of 1885 in 
circulation ? I believe that this would certainly be impossible, because the 
second condition that the gold and silver coins must be properly rated in rela¬ 
tion to each other would uot be fulfilled. 

' 1. The proposition to coin gold under Act XVII of 1885 was, I believe, 

first made by His Excellency Sir William Mansfield in his well-known and 
valuable Minute of March 1864. . _ 

' His Excellency showed that the market value of gold in India previously 
to the gold discoveries had been considerably higher than the value assigned 
by the Act of 1885. * He stated that the value of silver under that Act is 
5s, 2J d. the ounce. “ Mr. Wilson " (His Excellency observed) “ estimated 
the value of silver, and doubtless with correctness, to have been about 4$, lid. 
prior to the gold discoveries.' At this price the Sovereign is worth very nearly 
Rs. 11, the British Gold Mohur struck to represent Rs. 15 being on such 
terms worth more than Rs. 16. Consequently, the Indian Act of 1835 de¬ 
clared silver to be worth 3Id. per ounce more than it really was, as interpreted 
in the price of gold by the public." His Excellency went on to show that 
the price of silver had subsequently risen. “ Circumstances," he said, “ have 
combined to establish the price of silver at about 5s. M. At this present date 
(March 1864) it is indeed higher, it having reached 5.?. 2£d<, or closely to the 
price indicated by the Act of 1835, with respect to the value of the -British 
Gold Mohur of Rs. 15, after allowing for mint charges * *, that is to say, 

the Rupee has come to have nearly the value in gold which was formerly, but 
erroneously, attributed • to it. This being so, we are perhaps relieved from a 
very difficult and responsible duty. We are saved from entering into a calcu¬ 
lation with an intention of re-adjusting tbe legal equivalents of gold and silver 
in India,. It appears that we may simply'* take the basis laid down in the Act 
of 1885 as we find it, and leave it entirely undisturbed so far as this verjr 
important part of the question of introducing the leg-al tender is concerned," 


Bitf Excellency added that it might perhaps be urged that the price of silver 
was then exceptionally high, and that it could not be maintained, and that 
the value assigned by the Act of 1885 would be found still to exclude gold as 
it had done formerly. His Excellency did pot, share this apprehension. He 
thought it probable that-the higher prices of silver would be maintained, but 
said that it it should be found after a few years that the rates laid down in 
the Act were too favourable to silver, ‘‘it would then be for the administra¬ 
tion of the day seriously to entertain the question of readjusting the leo-ai 
equivalents.” ' D 

A similar recommendation to that made by His Excellency Sir William 
Mansfield in 1584 was repeated in October 1866 by the Commission appointed 
to inquire into the operation of Act XIX of 1881, of which His Excellency 
was President. The Commission/’ it was stated, -“would draw attention 
to the fact that, the price of the Gold Mohur or Government piece of Ra 15 
as fixed by Act XVII of 1835, i s , as nearly as possible, the average market 
rate of the price of coined gold of the present day. That price, as sanctioned 
by law in 1835, seems to be the legitimate basis on which to found a <? 0 ld 
legal tender coinage for India, consisting of pieces of Rg. 10 and 5,%e« 
speefcively, the 10-Rupee pieces having the weight of 120 grains, and the 6- 
Rupee pieces 60 grains Troy.” 

8; I haye referred at some length to the views of His Excellency Sir 
William Mansfield, because, in the absence of any distinct statement of the 
reasons which have led Sir Richard Temple to his present conclusions, I pre¬ 
sume . that the opinions expressed by His Excellency in 1864, and which were 
tepeatea by the Commission of 1866, are those on which the late measures 

have been based. 

9. The real question now before us is whether the rating of the value.of 
gold and silver under Act XVII 0 f 1835 is a proper rating to accept for a new 
COlll age which shall have a reasonable prospect of remaining 

There can be no doubt that gold is and has been -relatively cheaper in 
India, as compared With silver, than it is in London. The riso.ns for this 
fact have been stated by Mr. Arbuthnot in his “Notes on Sir Charles 
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Silver is^fche standard and the regulator ot prioes in India to the entire exclusion A f 
gold as a measure of value. It ,» so generally in jthe East. Except in the comSLw 
small oommum es of Gej,Ion, Mauritius, and Manilla, and doubtfully i„ j apan cold Vrird] v- 
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into circulation in India. It is hj tills direr taieame of value, tlnis enhaneed in price, that 
the coat of the Australian Sovereign is estimated in Sir Charles Trevelyan’s Minute. 

“ Remove the impediment to the concurrent circulation of gold, with silver, and the cause 
of this difference of’value between the two metals in the West and the .Easr will disappear. 
The tendency, at le >st, must be to an equalization of the general rates of the bulliou market 
in both quartets. It is therefore the price oF silver in London, and not the price at which 
Sovereigns can bfe laid down at Calcutta from Australia, as estimated in present currency of 
India, which should be regarded as the point for consideration in this matter. 

“And this constitutes the main difficulty in devising any measure for the introduction 
of a Gold Currency into India. Expivien.ee is wanting for a guide. During the first half 
of the present century there was little variation in the comparative value of gold and 
silver. The normal price of silver of British standard in Loudon was about OOi. tie ounce. 
The new discoveries of gold disturbed this relation, and the price of silver has of late years 
beon subject to so much fluctuation that it would he difficult now to fix an average for the 
concurrent circulation of ooins of fhe two metals. But this is not all. Although the ulti¬ 
mate value of gold and silver must, as before observed, be derived from the value of the 
labour employed in their production, their immediate price is governed by the law of supply 
and demand to an extent and sometimes for- a prolonged period of time exceeding that which 
applies to other commodities. The price of standard silver in London has been mainly 
influenced of late years by the abnormal requirements for India. When the demand for 
transmission of silver thither has been great, the price in London has risen ; when it has 
temporarily ceased, it has fallen-on one occasion even to an extent which touched the point 
at which "it Would have been profitable to send silver to France. Any measure, therefore, 
which would had to the practical employment of g*dd in preference to silver in the 
currency of India would cause a cessation in this demand, and load to a re-action in the 
upward tendency which has of late prevailed in its price as compared with gold. ” 

10. I think that Mr. Arbuthnot has in this passage summed up almost 
everything of importance that can be said upon the subject. If we intro¬ 
duce* a Gold Currency into India, the relative prices of gold and silver in the. 
Indian markets will become approximately the same as the prices that obtain 
in Europe. If. the conditions under which the two metals arc used irr India 
be assimilated to those under which they are used in Europe, the relative 
value of the two metals in the two quarters of the world eannqt remain 
sensibly different; the quantities of the precious metals in Europe, both in 
actual use and from time to time coming into, the market, are likely to be so 
much larger than the 6 corresponding quantities in India.that the European 
standard of relative value will be that to which the Indian values must 
constantly tend. 

It seems, therefore, clear that no gold coins, could he struck in India 
with, a reasonable expectation that they would remain for any considerable 
time in circulation, unless their intrinsic value were regulated by the average 
relative value of gold and silver in Europe. 

11 It is stated in paragraph 4 of the late despatch to the Secretary of 
State' that the standard laid down in Act XVII of 1835 for determining 
this relative value “ is found to be a truj and correct one ; it has been for 
many years, and continues to be fixed by a law which is still in operation.” 

Again, in paragraph U of .the despatch, it is said, with regard to the 
value of Rs. 10-4-0 which has been assigned to the Sovereign, that “intrinsi- 
cally if is sufficient,” that “it is as much as- could prudently and safely be 
■■offered/* aud that “there is. no probability of the revised notification re- 
maiming, like the former one, a comparatively dead letter,” 

Now, if these statements be correct, my own views must be altogether 
wr?&g. ’The question at issue is not one of opinion ; it is a simple question 



oi fact. The question is whether the relative value assigned to gold*aud 
silver in the Act of 1835 is or is not correct at the present time, whether it 
nas been correct in the past, and whether there are reasonable grounds for 
supposing that it will be correct in the future. * . 

I&. Act XV II of 1835 assumes that the value of gold and silver is as lt» 

• By this, is meant that, assuming f° 1 *. P e v alue given 'to the ounce of silver 
J- o*. of standard gold to be eqamt- by the Act is 5 s, d> The number of 

.lent to £ 8*17-10*, -I o*. of standard grains of fine gold in a 10-Rupee sold piece 

Act is HO The valued ,.Syr- 
63*3A ereign containing 113*002 grains of fine 

. gold, expressed in relation to the quantity of 

silver in the Rupee, is, according to the Act, Rs. 10-4-4. 

Now there can be no doubt that, shortly before His Excellency irir 
Vo lilianr Mansfield wrote his Minute in'March 1864, the market prices of 

silver actually prevailing in London closely 


t See tables at p. lvi, Voi. II—Re¬ 
port of Commission io.inquire into the 


approximated to those assigned by the Act 
of 1885. In January 1864 the London 
price was 5s. 2§&t It is also true that in 


operation 0 f Act XIX of 1861, 
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June 1866, a few mont 

mission to inquire into the operation of Act .XIX of 1861, tlie price of silver 
m Lpndon was 5#, 2^. If these had been the prices which have commonly 
prevailed, the conclusion stated in the passage which I have just quoted from 
tae late despatch to the Secretary of State would have been fully justified, 
J? u fc unfortunately these high prices of silver have been altogether 
exceptional 

■16, I invite attention to the tables showing the average prices of silver 

for a long series of years, published in the 
a vot 41, pp. in to It}, Appendix to the Report of the Commission to 

which I have just referredThese tables 
show that for the 25 years between 1819 and 1843 the average price of 
standard silver in London was 4s, 11.U 1 4, per ounce, aad that the average 
value of gold to silver was 1 to 15*604, 

In the 22 years between 1844 and 1865 the average price of silver was 
0 id, and the value of gold to silver was 1 to 15 ■ 35S. 

In no single year since 1820 has the average relative price of silver in 
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London been as high as the price assigned by the Act of 1835 ; and it will be 
seen from the tabies that it has only been on the moat rare occasions that 
such prices have been occasionally touched. Since the Report of the.Com- 
mission of 1866 was submitted, the average price of silver has shown a ten¬ 
dency rather to iali than to rise. Since July 1866 the price has never gone 
above 5ar. 1$, During the whole of last year it was about 5s. 0|uf. The 
recent stoppage of the Bills of the Secretary of State on the Government gf 
Incha appears to have caused an increased demand for silver in London for 
remittances, and a small rise m the price of silver has taken place, the. last 
quotations being 5s. 0| d. to &s. Old. 

^M^Phial Department has been good enough to furnish me with 
thenollowing .table. The ..figures illustrate, 1 think, in the most forcible 



manner the facts regarding the prices of silver which I have jest been 
stating; ' 


Price of Silver 
pipe standard 
♦ounce contain¬ 
ing 441 grains 
fiuo Silver. 

Relative value 
of Gold to- Silver 
(1 ok stand¬ 
ard containing 
440 grains ime 

Number Qf 
grains line Gold 
in a lG*Rupee 
piece equal to 
1,050 grains 
fine Silver 

Equivalent of S >vereign 
containing 113 gTilins fine 
Gold in Rupees of 165 
grains fine Silver. 

! Equivalent in 
ponce of a Rupee 
containing- 165 
gratae fine 
Silver. 

#. 
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15. If the conclusion already stated be correct, that supposing serious 
measures to be taken for introducing a Gold Currency into India, the relative 
prices of gold and silver will approximate to those which obtain in Europe. 
J think that the foregoing figures show that it is impossible for the 
Government to coin gold pieces to a large extent, which shall be a legal tender* 
at the rotes laid down in Act XVII of L835. Take, for example, the price 
of silver in London accordiug to the last quotations, 5s.0§rf. According to 
this rate the actual relative value of gold’and silver is, in London, 15*52 to 1; 
according to the Act it is 15 to 1. According to the actual market rate in 
London °10 Rupees in silver are equivalent to 109*76 grains of gold ; ac¬ 
cording to the Act they are equivalent to 110 grains. According to the 
market rate a Sovereign is worth in London the quantity of silver contained 
in Its, 10-10-1 according to the Act it is worth Its, 10-4*4. 

Even if it could be admitted that, in consequence of the present depre¬ 
ciation in the value of gold in India, pieces of IU0, containing 110 grains 
of pure gold, can be coined without loss to tfee Government—ami this as I 
shall hereafter show is not the case—it is clear that any increase in the value 
of gold would lead'at once to the demonetization of the gold pieces, »No.w 
the introduction of a gold coinage must necessarily cause an increase in the 
demand for gold, and a reduction in the demand for silver, ami therefore a 
























gradual rise in the value "of gold and a fall in the value of silver ; tuere 
would tlius be a permanent and an increasing tend-ency to prevent the go id 
pieces remaining in circulation at the value which- had been placed upon them, 

16. I am aware that it has been argued that gold might be introduced 
into India, directly from Australia, at a cheaper rate than from England, and 
that India n ight consequently hope to obtain its golchat a price which would 
admit of a relative rating of gold and silver such as that fixed by Act a. VlT 
of 1885. But it must be remembered that the necessary tendency of trade 
is to seek for the’largest possible profit, and that the reduction of price which 
would be made by the owner of Australian gold would never go beyond the 
amount which would just suffice to underbid the London seller in the Indian 
market. It would, therefore, still be true that the prices of Europe would 
regulate those of India, and that there would be a constant tendency towards 
an*assimilation of the relative values of gold and silver in India and in 
Europe, although possibly gold might be, to some small extent, cheaper in 
India. 

17, I must now refer to the question of the economic possibility of coin¬ 
ing gold pieces under Act XVII of 183d from gold obtained under the opera- 
tion of the notification of October last. 

That notification offers Rs. 10-4-0 for a Sovereign. The current market 
value of the Sovereign is quoted at Rs. 10-4-6 to Rs. 10-6-0, 1 understand 

that, as a fact, Sovereigns are not procurable at Rs. 10-4*0, and that the 
•number received until now has been inconsiderable. 

Again, the present quotation of.bar gold, 23 carats fine, is B15-8-0 per 
tolah. The equivalent cost of a full weight Sovereign would be Rs. 10-15-0, 
so that the bar gold would be about 1 percent, cheaper than the Sovereign. 
But in fact the Sovereigns received by the Government will not be full weight, 
and lam informed that 1*2$ grains, which is the minimum legal weight, 
must be taken to represent the average Sovereign received. From this again 
must be deducted the loss on the first melting of the Sovereigns, which is 
* about £ per cent., making a total loss by deficient weight of 1 percent., so that 
there would be a total relative loss on the coining of gold obtained from the 
Sovereigns as compared to bar gold of about 2 per cent. 

The calculation of the actual cost of coining new gold pieces shows that, 
including the minting charge, which is about 1 per cent., there will be an 
absolute loss of T42 per cent, on the conversion of Sovereigns at 122*5 
grains into Gold Mohurs of Rs. 15 at 180 grains. 

On the whole it is plain that the Government cannot coin gold pieces 
under Act XVII of 1835 from Sovereigns received under the notification of 
October, except at a cost to the State of 1$ per cent., and inasmuch as such 
gold pieces would necessarily beVithdrawu from circulation immediately after 
then issue, there would be a constantly recurring- and entirely fruitless drain 
on the treasury in attempting to carry out the proposed measures. My author¬ 
ity for the figures given in this paragraph is the highest that could be. 
quoted,— that of Colonel Hyde, the Mint Master in Calcutta. 

18; A few words may be said in regard to the quotations of the prices 
of the various sorts of gold in the Indian markets. A comparison of these 
one with another is sufficient to prove that they give but aii indifferent 
standard for estimating the true Value of gold. The price of pure gold during 
the last month at Calcutta, determined by the prices of English Sovereigns 


bar gold and field Mohan, has varied as m V h as f'| 
and this plainly shows that the quotations refer to the s& to be 
paid for certain corns or descriptions of gold, and do not supply what may 
properly be designated a correct market value of gold bullion. This is 
another proof, it proof be^needed, of the impossibility of regarding- the present 
toai ket price of gold as ft test ot its ultimate value in relation to silver, were 
a Ooid Currency established. * 

10. It is on these grounds that 1 object to the notification of October 
l^t, and on which I doubt the possibility of applying with any useful 
efieefc the provisions of Act X VII of 1835 to the coinage of gold, f believe 
.hat Act, so far as it declares the relative value of gold and silver to be alto¬ 
gether obsoleie. I think that the late measures must be inoperative for any 
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20, There is one other point connected with this part of the su 
tbnfc it is now necessary to. notice. In (he despatch of the 23rd December 
iSSH, to the Secretary of State, stress is laid on the fact that the coinage of 
gold pieces under the Act of *1835 has been for many years actually going 
on, it is stated that the ‘‘coinage of these pieces has been going on to con¬ 
siderable amounts year by year and is still proceedingand «that the quantity 
of these corns taken by the public affords proof of their undiminished usefulness 
and popularity* * It is thus plain that these pieces may be received at ilia 
treasuries without loss to the State, and with much convenience to the pec ole, 
.Notwithstanding the disadvantage of not being receivable at the treasuries, 
the.*e pieces have, during the period which has elapsed since 1852, been coined 
at the Calcutta Mint to the value of upwards of one million sterling." 

X must express my inability to understand how these views can have 
been entertained. It is certainly true that gold coius continue to be struck 
at the Indian Mints, hut it is well known' that those coins never come 
into circulation. In one sense it is true that .the fact that the coins are 
struck is a proof that they are useful. But this is a very partial statement 
of the facts. The gold- pieces thus coined have notoriously had a mere bullion 
value, and almost the sole practical effect of turning the gold into coin has 
been to give to the gold a certificate of weight and‘quality. There is no 
gold coin now current in India, and the gold piece of the nominal value of 
Fs. 15 coined under Act XVII of 1835 varies in actual market value from 
about Rs. 15-4-0 to Rs. 16. I have just ascertained that, at the present time, 
the average price in Calcutta is about Rs. 15-5-0. The possibility of coining 
under the Act of 1835 gold pieces which shall pass current at their nominal, 
value in the face of these facts appears to me to be altogether out of the 
question. 

21. Although it is not my duty to attempt to initiate measures which 
fall within the province of the Financial Department of the Government, I 
think that ,L may properly take this opportunity of stating briefly the 
opinions which X myself hold in regard to the steps which ought to be taken 
to bring about the introduction into India of a Gold Currency. I shall 
assume that this object is in itself desirable, and I do not propose to discuss 
that part of the question. 



a£. For the reasons which I have already stated I assume that no gold 
coin'can now. be struck with a reasonable expectation that it will he retained 
in .circulation, unless two conditions are fulfilled: firstly, the gold coin must 
he a legal tender, and. secondly, its intrinsic value must be regulated 
by the average relative value which ‘gold bears to silver in the markets 
of Europe. 

It would be, I believe, very unwise to commence the coinage of gold 
with the intention of regulating from time to time the intrinsic value of the 
gold piece according to the varying value of gold in the Indian market. To 
do this Would involve the necessity of grad ual ly reducing the weight of the 
gold coin, as its value rose with its enlarged use, and the effect of this on the 
character of the coiuage would be extremely objectionable. We ought to 
coin no gold pieces to form a portion of our currency, unless we can reason¬ 
ably expect that they will remain in circulation for a considerable time, say 
for at least 10 or 15 years. 

23. The result of coining gold pieces in India, the value of which was 
regulated by the present average relative value of gold to sityer in Europe, 
would apparently be as follows. Assuming* this relative value to be 15*45 to 
1, and the value placed on silver to be 5«. 1 d per oz„ our 10-Rupee gold piece 
would contain 106*76 grains of fine gold,, l give these figures only to show 
approximately the values which I believe ought to be assumed for gold and 
silver. The exact figures to be adopted “would, of course, require careful 
consideration. 

m 

If we were now to coin gold pieces of this description, we should, in 
consequence of the present depreciation of the value of gold in India, be 
coining pieces the nominal value of which would be in excess of their actual 
* intrinsic value. Such coins could obviously not come into use, unless they 
were made legal tender, and if they were made a legal tender, we should have 
created a token Gold Currency. 

I believe that the proper course to adopt is to coin such pieces, making 
them, so far as the public is concerned, a legal tender only up 'to a certain 
limited amount, say Rs. £00, while they would be received by the Government 
without any such limit in payments due to itself. The latter condition.would 
make it impossible for the Government to force into circulation an amount 
of gold in excess of the real wants of the public, and would prevent the 
Government from profiting by the issue of a depreciated coinage. 

If the Government were not obliged to receive the gold coins without 
limitation, and there were any over issue, the result would be that gold would 
accumulate in the hands of traders and bankers, who would be forced to 
receive tbe gold in small payments made to them, but might be unable to 
discharge their own debts with t, in consequence of gold being a legal tender 
to a limited amount only. The condition that lias been proposed would give 
security against anything of this kind happening. r I he power of the Gov¬ 
ernment to issue gold being thus limited, all gold in exee-S of the wants of 
the community would (low back into the Government treasuries; where it 
would accumulate. Thus, the actual quantity of gold remaining in circula¬ 
tion might be expected to be just sufficient to supply the wants of the public. 

When by the gradually increasing employment of gold in the currency, 
and the consequent increase of demand, the market value of gold had risen, 
as I have already said it must do under such circumstances, and an equalize- 


.tion of the relative values of gold and silver in Europe and in India bad beets 
established, the time would have'armed for declaring go ld to be the exclusive 
standard, and for placing the silver currency in the subsidiary position which 
was formerly assigned to the gold. The process of change in the currency 
would go on withont disturbance of values, and the final alteration of the 
standard might be made without shock. 

The process now proposed with respect to the coinage of Indian gold 
pieces is identically that which haS been followed in respeot to the subsi¬ 
diary token silver coinage by the European powers which have adopted tbs 
franc monetary unit, under the Convention of the 2brd December 1865 ; and 
the gold token currency of India would hold an analogous position to the 
silver token currency- of England. The Government would exclusively 
regulate the coinage of gold, and the Mints would be open to the public, as 
at present, for the coinage of silver. 

' 24). Before concluding this Minute I wish to say a few words regarding 

what 1 may* call the proposals of the Indian Mint Masters on the subject of 
a gold coinage. 4 * Colonel Ballard aud Colonel Smith have proposed to put a 
heavy seignorage charge on the coinage of silver, whereby they, expect that 
the inducements to import silver for coinage will be diminished, and a 
corresponding advantage given to the import and coining of gold. By this 
means the value of the Rupee would be increased to such an amount as would 
make it equivalent to the tenth part of the pound sterling, and the English 
Sovereign could thus, it is said, be made a portion of the Indian Currency. 

It may be admitted that the results thus contemplated could bo obtained 
by the-means which have been suggested, though l doubt whether the seign¬ 
orage named by Colonel Ballard would bo sufficient, for I consider that he has 
under-rated the value of gold. 

This proposal not only provides for the introduction into India of a Gold 
Currency, but at the same time adopts the English pound sterling as the 
new unit of value, to suit which the value of the Rupee is to be altered. 

25. For my own part I consider that the present time is peculiarly in¬ 
appropriate for proposals having in view such a change in the Indian mone¬ 
tary standard as shall assimilate it to the pound sterling. In the discussions 
which have lately been going on regarding an international coinage, I 
believe that no authority of any considerable weight has seriously looked to 
the adoption of the pound sterling as a practical means of obtaining a 
common unit. 

If a gold coinage is now to be introduced into India, I think that there 
can be no doubt that it should be based on the Rupee unit. 

26. The essence of the Mint Masters’ scheme is that a Gold Currency 
shall be forced upon India by an artificial contraction of the Silver Currency* 

Having created a-dearth of silver money, it is hoped that the country will 

take to the use of gold. I cannot believe that such a proposal could ever be 
seriously entertained. 

The artificial enhancement of the cost of silver money, and the necessary 
simultaneous restriction of the circulation, would be followed by an increase in 
the value of the silver • Rupee and a corresponding fall in prices. Silver 
money is-the money used in the most important transactions of the people of 
India, and ifc would evidently require a long time to bring about such a 
change as the substitution of gold for silver. Wheu we consider what 



serious mercantile disturbance and danger has been caused in late years by 
the simple demand for an increased supply of coin to meet the requirements 
of. the internal trade of the country under peculiar circumstances, it- seems to 
me that it would be extreme infatuation for the Government to adopt any 
measure which deliberately aimed at the yon traction of that portion of the 
circulating' medium which is most required for the purposes of the commerce’ 
of the country. 

Nor is this the sole or perhaps the most serious objection to these pro¬ 
posals. 't heir adoption would cause a general fall in prices, which would 
especially affect the great producing classes, and might lead to results of a 
disastrous character. 

27. £ have perhaps referred to these proposals at greater length than may 
seem necessary. But I have done so because 1 think it extremely important 
that whatever measures be adopted for the introduction of a Gold Currency 
should be so taken as not to disturb the standard of: value, I believe that 
everything which is required for bringing a gold coinage into use may be 
accomplished without any such result, and I deprecate attempts to bring 
about an alteration iu the relative values of the precious metals by restrictive 

asures. 

While 1. admit that the late proposals of Sir Richard Temple are not open 
to this reproach, they are in my opinion, seriously objectionably because they 
fail to recognize the relation of value whidh actually exists, 

28, I request that this Minute may be forwarded to the Secretary of 
State,,in continuation of the despatch of the 23rd December 1808. 



MiNtfTti by His Excellency Sir Wilmam Mansfield, dated 9th Feb¬ 
ruary iSm 

Having, at the instance of the late Governor General,Sir John Lawrence, 
been much consulted by Sir Richard Temple before he wrote his Gold Cur¬ 
rency .Minute of the 5th of June, 1368, which is tm basis of the arrange¬ 
ments lately made, and pointed allusion having been directed towards my 
opinions by the HotVble Mr. Strachey in his Minute of. the 30th January, 1869, 
it seems incumbent on me to offer soine observations in answer to the latter. 

In the first place, it may be observed that Mr. Strachey seems to have 
misappreciatfed the character of the measures described in the despatch to. the 
Secretary of State, iso. 333, dated 23rd December 1868. He would appear to 
consider those measures final. They are, on the contrary, avowedly of an* ex¬ 
perimental character and devised for the purpose of obtaining experience with 
regard to the actual relative values of gold and silver before the "Financial 
Department can be in a position authoritatively to recommend a law embody¬ 
ing the legal tender of gold, 

We need only refer to Mr. Strachey's Minute to be aware of the 
uncertainty prevailing on this point according to the different views .and 
arguments of various authorities. 

It may be as well to recapitulate the atjjfioial difficulties created on several 
occasions since 1835 with regard to gold. .Thus, prior to that year, gold'was 
apparently in India, in practice, a legal tender. But the Act, XVII of 1835, 
whilst declaring certain relative values between the two metals, gold and 
silver, deprived gold of the property of a legal tender. 

In 1841, although gold still remained without the property of legal tender, 
Government announced itself to be willing to receive Indian gold coins at 
the treasuries according to the valuer declared in Act XVII. 

In 1852, influenced by the facts of » trifling accumulation of gold in the 
treasuries, and the panic which was felt throughout the civilized W’orld on 
account of the then recent gold discoveries, a panic which in the measures of 
Government affected Belgium and Holland, as it did the administration of 
India, the privilege granted in 1841 of receiving Indian gold coins at the 
treasury according to the values stated in Act XVII was withdrawn. * In the 
course of the years 1863 and 1864 an urgent demand for a gold currency 
• aff-ain arese in India, and the matter was much discussed. 

Actuated by theories, the soundness of which may be disputed, Sir Charles 
Trevelyan, the Financial- Member of that day, induced the Government of 
India to commit what is now believed by everyone to have been an error, 
namely, to make the attempt to introduce the British Sovereign into circula¬ 
tion iii India at the late of Rs. 10, which is below its value. 

Sir Charles Trevelyan apparently omitted to see that, when he led the 
Government of India to adopt his advice, he was declaring gold to have in 
practice a less value than that assigned to it by the only law we have with 


* See paragraph IS of despatch. 







regard to a metallic currency, viz., Act XVII of 1835, as well as by average 
market rates. 


As waif foreseen, the action taken by the Government of India in.1864 
remained without results, for the very simple reason that the Sovereign, , 
according to the weight of gold contained in it, is of more value than Rs. 10. 

After this short detail it is evident that the matter of the circulation of 
gold in the form of coin, whether Indian or British, was in such a tangled state 
that before any step could be taken towards legal' tender it. was necessary to 
unravel the complications, vshd to resort to the experience of tacts with regard 
to the positive relative values of the two metals. . 

Accordingly, when I was consulted in the spring of last year, it appeared to 
me that there was but one thing to do, via., to assume tentatively that Act 
XVII did generally represent the relative values, and therefore to repair thO 
first omission of Sir Charles. Trevelyan in his consideration of the Sovereign. 

The conclusion then was that if the Sovereign was to have a declared 
value, that value should be about that which is exhibited in Act XVII with 
' <( respect to the Indian pieces. As a matter of fact, the declared Value is 
slightly less. 

This course was an eminently prudent one, because, although declaring “the 
value of the Sovereign to be higher than that stated by Sir Charles T revelyan, 
it is still below the value given as tire average since 1835. This average 
stands at 10 rupees 7 annas and 10 pics for the thirty years from 1835 to 1804, 
inclusive, notwithstanding that, as shown by the various mercantile authorities 
who have been consulted, the Sovereigfa can be generally laid down in India at 
rates varying from 10 rupees 3 ancas to 10 rupees 5 aimas. The table* of 
averages from which this is taken is given in the Appendix to this Minute, 

It is curious to note that if the average of the price of Sovereigns be struck 
from the year 1835 to 1864, it is, as stated, 10 rupees 7 annas 10 pies. But if We 
take the average from the year 1850 to 1864, inclusive, it stands at 10 rupees 
8 annas 9 pies. It will, I Ihihk, be found, with regard to these facts, that 
whatever may be the price of silver in England, Act XVII of 1.835 does, at 
all events now, approximately represent the relative values of gold and silver, 
if we can divest thenrof other conditions of trade, as sho wn by the rates .of 
the exchanges. 

In practice, however, the professional banker assures us that this is very 
difficult. 

Thus, it happens that at certain states of the exchange the rupee sinks to 
Is, 9 d. in value, whereas at others it has been known to rise to 2s. S#.‘, it being 
a matter of fact that the price of the Sovereign, as shown in exchange, has been 
liable to vary as much as 25 per cent, according to the balance of trade being 
for or against India. 

This variation, however, would not seem to rest on the value of gold as a 
commodity,, but on the fact that as England has a gold standard and India a 
silver one the vicissitudes of trade between the two countries conic to be stated 
in a form involving mention of the two metals. But precisely the .same change 


* This return was rendered necessary in 1864>, in order to meet Sir C. Trevelyan’s proposal to 
reduce the price of gold arbitrarily in India, while now, oddly enough, it comes into play .to 
prevent alike reduction in that of silver in the same country as suggested by Mr, Strachey* 






in the value of the Rupee, as regards operations of foreign exchange, would 
take place if England had a silver instead of a gold standard. The statement 
would, however, then . be made in other, terms, mg., with reference, to t'Ke 
shilling only, or whatever coin might denominate the public debt in England. 

It appears to me that I need not enter further into this part of. the subject 
beyond saying that we must be careful not to confuse the results of exchange 
with the price of gold. 

•The business which lies before us is to ascertain by experience, so far as 
may be possible, whether or not Act XVII, the only currency law' we have, 
does, approximately, represent the value of gold and silver, respectively, or if it 
requires alteration. 

I do not know that any other means lie open to the Financial Department 
for obtaining the necessary experience in the want of which, as stated by 
Mr. Arbuthnot, is found the whole difficulty of the question before us than in 
pursuing the course which has been lately adopted By the Government of India. 

This course being eminently tentative and experimental for the purpose of 
resolving the point of relative value, it appears to me to be unnecessary to 
follow my hobble colleague in his argumeut in which he shows, with much 
ingenuity, that the price of the Sovereign, stated in the notification recently 
issued, which, as said before, follows Act XYII of 18P5 has been fixed too low 
with regard to the facts of value presented by silver and gold in the English 
market. 

It remains only to observe that the gold merchants (see the evidence ‘ of 
Messrs .’Claude Brown and Dunlop in the papers relating to a Gold Currency) 
take a different view, and that they consider they can import Sovereigns, at an 
advantage to themselves, at rates varying from R10-d-0 to ft 10-5-0. Thus 
Mr. Claude Brown* stated that he could lay down Australian Sovereigns in 
Calcutta at Rs, 10-2-11. Mr. .Dunlop comes to the conclusion that British 
Sovereigns can be laid down at Calcutta at Rs. 10-4-10 ; but it was ascertained 
iu 1868 that the actual cost of Sovereigns sent by the Oriental Bank to India 
was Rs. 10-8-4. But very 'recently a communication was received fron\ 
Mr. Christian, a Broker in Bombay, in which he affirmed that Sovereigns 
could be laid down at that place at about Rs. 10-3-0. • . 

I therefore submit that the facts, as we know them in practice, are 
generally .against*the Ron*ble Mr. Sfcrachey's position, that the Act.of 1835 


# I think it right to add iu a note Mr. Claudtf Brown’s awu words, it being rememberfld that 
he is a merchant of milch eminence and ability* Extract from a letter to Sir C. Trevelyan, dated 
May 28th, 1864 : — <s We may fairly assume that the average selling price of gold over a eerie® 
of yeirs in this market is on index to the rate at which, with reference to the state of the ex« 
changes, ib can profitably bo laid down here, and that if the prices ruling afforded anything more 
than a moderate profit, the effect Would be seen in a great addition to the supply, and a general 
reduction of vnlue to a Wol, correspondsg to that ruling in the other markers of the world. 

I have taken the average of oar own sales of Australian gold in the years 1861 and 1863, and 
fine! it to be Rs. 14-14-3 per sicca mohur of 22 carat fine. If we include the first four months 
of thi* year, daring which the value was exceptionally alfocted by the monetary crisis, the average 
is reduced to Rs. l41S-9i on total sales of Rs. 17,02,708. 

To chock tide result 1 have taken the average of the quotations during the three years from 
our monthly Circular, and find it to be Rs. 14-13:4,so that I think we may fairfy conclude that 
the value of gold of standard quality has during the past three years, been as nearly as may be 
Rs. 14-14-0 per sicca mohur. 

At this price, the 5 dwts. 3J grains, which an English Sovereign contains, will be worth 
Its. 10-2-11, and when to this is added sieiguorage at the rate of 1 per cent., the cost of the coin 
will be Rs. 10-4*6. ” 









-rices not approximately repfesenfc the relative values of the two metals in 
India. 


But, under the circumstances stated in the early paragraphs of this 
minute, I, for one, have been most unwilling to proceed arbitrarily or sum¬ 
marily, and lam led to concur in the opinion of Mr. A r birth not that we 
require experience in order to determine the inconsistency which appears 
to rule in the values of the metals, as shown in the European and Indian 
markets, if such inconsistency exists, which I greatly doubt for reasons which 
will presently be shown. 

Mv own view has generally inclined to the opinion that, on the whole, the 
value of gold might possibly rise in India. That opinion was expressed in 
1 $64, and I have as yet no reason to depart from it. .Nevertheless, there is 
no other conceivable criterion for our immediate and present guidance than the 
facts of value as accepted by the gold merchants. 

It is not irrelevant to observe that, while Mr. Slrnehey duds fault, with 
the rate which, according to his views, is below the real value of gold, the 
contrary has been suggested both in Bombay and Calcutta, titz., that owing 
to the want of a legal tender the treasuries might come to be encumbered with 
gold, because the public would be unwilling in certain.states of the exchange 
to take the Sovereigns from the treasuries at the*rate stated in the notification, 
viz., tSs. 10-4-0. Very recently I was consulted on the practical value of the 
objection thus taken, and as to the measures which might be necessary in 
consequence. 

. Mr. Strachey's Minute, on the one hand, and the questions put by Mi\ 
Balfour, of the Bombay Bank, on the other, are, I think, not bad evidence 
that the Government has struck the proper mean by* which to obtain the 
experience required before proceeding to the step ot declaring a logal tender 
of gold. 

It is tome a matter of regret that the question of a Gold Currency Cor 
India was encumbered by the interpolation of the English Sovereign in 1884, 
which is coined for a different system in another country. The advantage of 
circulating the Sovereign in India, except as an auxiliary to an Indian coin, 
has never made itself apparent to me. Nevertheless, the Sovereign has many 
friends, and,'owing to the step taken by Sir Charles Trevelyan, it cannot now 
be summarily banished, until its incompatibility with Indian wants has beeu 
proved by experience. 

To'liavo given it a higher value for receipt and issue at the Government 
Treasuries-than Rs. 10-4*0, without the safeguard of legal tender to compel its 
issue, would, doubtless, at times, have caused very considerable difficulties to 
tbe treasuries, for they would have been made the recipients of Sovereigns 
for the furtherance of mercantile speculation, and the Sovereigns would then 
have often remained as a dead weight in the treasuries, because of the high 
Government value attributed to them. But further, to have given them 
a higher value, would have been to, reiterate Sir Charles Trevelyan’s mis-, 
take ^aud to attribute to coined gold in India other official rates than are 
shown by tbe only metallic currency law we possess. 

It will be understood, after the foregoing statenumt, that I am-unable to 
comprehend Mr. Straehey when he says that Act XY1I of 1835 is entirely 
obsolete so far as it declares the relative value of gold and silver. I think 




I have shown that • the -framers of that Act - hsfve very fairly anticipated fch«- 
proximate relati ve values of the present day. 

With reference to the late measures being- inoperative for any useful 
purpose, as declared by Mr. Strachey, he will surely admit that if those 
measures lead us to the facts we want, with respect to the truth or otherwise 
of the values stated in Act XVII, those measures will not have been alto¬ 
gether devoid of utility. 

For if the Sovereigns come and go at the notified rates, it will he apparent 
that the Government notification has properly determined their value. If 
they accumulate in the treasuries, it will follow that they are too dear in price. 
If, thirdly, they are not paid into the treasuries, and the late measures 
turn out, as supposed by Mr. Strachey, to be simply without practical effect, 
•we shall be satisfied that the price of gold as determined by Act XVII of 
3.835 is not high enough. 

With regard to paragraph 17 of Mr. Strachey’s minute it is fco.be noted that 
the notification of October has not been without some result. Thus lam 
informed that in the month of January about 80,000 Sovereigns were paid into 
the treasury at Calcutta, about a tenth of that sura having been withdrawn 
by the public. ‘ 

Assuming Mr. Strachey'a calculations about the prices of different kinds 
of gold to be correct,the fact of the Sovereign being 1 per cent, dearer than 
bar gold is not surprising when its quality of money and the demand for 
coined gold, whether in India or for travellers leaving the ports of embarka¬ 
tion, are fairly considered. 

According to the instructions lately given in.the Financial Department, 
the Sovereigns paid into the treasury will retain their present form if the 
public should wish to take them. If there bean accumulation on the other 
band, a proportion will be thrown off in Indian coins. According to our 
present means of information the Indian coins appear to carry a premium in 
the market owing to local circumstances which is not warranted by their 
intrinsic v&lue, but is probably to be ascribed to the dearth of -Indian coins. 

These points have been lately very carefully considered by Sir Richard 
Temple, Mr. Chapman, the Financial Secretary, and myself. The instructions 
subsequently issued for giving practical effect to the notification in certain 
details, on which Colonel Hyde, the Master of the Mbit, required information, 
accouut satisfactorily, I believe, for any doubts which might arise. 

As yet Government has not sanctioned the purchase of bar-gold for the 
purposes of 'coinage. This operation 1 believe to be desirable. There is only 
one objection that. I am aware of, that being that Colonel Hyde’s machinery is 
so deficient that be is positively not in a position to comply with all the 
obligations imposed on him by law, viz., of coining gold according to certain 
denominations of coin as required by Act XVII. 

This fact hasu peculiar bearing on Mr. Strachey’s argument $. for it is true 
that much loss of labour takes place in the coinage of gold at Calcutta owing 
to imperfect machinery, as lately explained by Colonel Hyde. This imperfection 
is now in the course of being repaired, but many months must elapse before 
the deficiencies can be set right by supplies from England. 

Another item of the alleged loss is, I think, to be found in Colonel Hyde’s 
method of computation. Now it is true that the minimum legal weight, of a 
Sovereign is 122$ grains. Colonel Hyde makes his computation on the basis 


that all the Sovereigns presented are of minimum legal weight, Ibis method 
may be convenient for account purposes, for all I.know to the contrary, out L 
tiilnk it is plain on the surface that sadh a mode of computation must be 
inconsistent with fact, Tims I should imagine that the bales of Sovereigns which 
come in large remittances from England and Australia, and. are probably o.t,en 
coined for the purpose, are inuoh more likely to be full weight than ooner- 
wise. At least, considering that Sovereigns have but httle circulation Jn 
India, we may take it for granted that if they are presented in large quanti¬ 
ties at the treasury, at least half of them will be full weight, thirdly, I 
understand 1 per Cent, of Colonel Hyde's computation to be imaginary or 
nearly so, that is to say, that it consists of the 1 per cent of seignorage 
which Is charged to the public for the coinage of gold bullion. . • 

For it is clear that if Government occasionally f^nd bullion to the Mint 
for coinage, it i$ little else than a matter of account whether the seignorage 
be charged or not. It is curious, when investigating this matter, to find that 
'the re-coinage of Sovereigns is slightly cheaper than the coinage or bar gpla, 
because in the former, mixture with alloy has already taken place, which b is to 
be done with the latter before it is fit for manufacture. Iu short, the 
Sovereigns supply their own ahoy. 

On the whole I "believe it may be said with accuracy, that whatever real 
loss may take place in the re-coinage, provided the machinery be effective, it 
is so trifling as to be almost inappreciable. At least such was the result left 
on my mind after a careful enquiry into these points recently held by Mr 
Richard Temple and myself with the Master of the Mint. 

I think a further^ argument might he maintained ip favour of showing 
that Sovereigns received at Rs. 10-1-0 would, when re-coined according to toe 
rates of Act XViII, show an actual profit sufficient to cover the possible loss 
on light weight Sovereigns and the expense of manufacture. 1 oi this 
.would refer to the facts stated by Mr, Claude Brown as set out above. 

I am unable to agree with my botv’ble colleague with regaul to the 
inexpediency of producing Indian gold coins at the Mint. 

In the first place, to produce these Indian gold coins is strictly according 
to law and is a boon to the public. Secondly, it will be in his reoollection 
that,’til! very recently, there was a" misapprehension about the Mint Op® 1 ' 
ations. It was believed that the public had entirely ceased to bring gold rot 
coinage. If ,1 recollect rightly, "the alleged cessation was one of Mr. Stra- 
'chey's reasons,-in the course of conversation, for declaring Act A v II tope 
obsolete as affecting gold 

Enquiry, however, proved that the notion of cessation w@s luconect, ano 
that notwithstanding the imperfection of the Mint, the fact of gold not being 
a legal tender, and the further one of Indian gold coins being in no manner 
receivable at the treasuries, the.public, nevertheless, does insist on the ngnt 
conceded according to Act XVII, vk-, to demand Indian gold corns m ex¬ 
change for its bullion, upwards of a million having been thus corned since 
18a>2^the date of Government declining to -take those coins in payment oi 
Government dues. 

Knowing as we do, besides, that the Native Mints in the Independent 
States turn off a large quantity of geld coins, I confess that, to me, this fact 
has a significance • more important than I can describe as showing bow the 
Government of this country has hitherto neglected its duty furthering the 


advancement of a Gold Currency, or at least in actively supplying a gold 
coinage. . . . ■ • 

Fora Gold Currency it is indispensable that not only gold should be in the 
country, as we know it to be, but that it should also exist in the form of 
coins. 

By the measure of 1852 the Government did what it could to diminish 
the demands for such coins, and therefore to lessen the operations of the 
Mint, Notwithstanding this, however, we see tbat the thirst for Indian 
gold coins has stilt prevailed, and that, owing to. the dearth of them, these very 
coins bear a fictitious value in the market. 

I are therefore clearly of opinion that, while giving what may be called 
fair play to the Sovereign, we should not refrain from throwing off the 
Indian coins as sanctioned by Act XVII. 

In short, I believe, that if we would have a legal Gold Currency hereafter, 
we should supply the country with gold coins at present. In any case this 
must be a matter of time, but I thiujf it is incontrovertibly shown that we 
shall never extricate the currency from the dilemma in which it is placed, a 
dilemma totally opposed to the wishes of all the commercial classes in India, 
until we afford the means of a Gold Currency by adding to the Indian coins 
now in circulation. The legal tender must then follow. 

There should be no attempt at regulating the value of gold by further 
notification■», unless Government be prepared to concede the legal tender. We 
shall be in a position to do this so soon as we are satisfied whether or not the 
statements given by Act XVII do fairly represent the relative values. Till 
the mistake of 1864 was repaired, it was quite, impossible to make an experi¬ 
ment or even hazard a guess in these matters. 

What I object to in Mr. Strachey's views is this, that because we are in 
uncertainty now, therefore we are to take no practical step towards our 
extrication from it. This would be, in fact, to abandon the results of all the 
labour and investigation of the last five years, and, finally to deny a legal Gold 
Currency to the commerce and industry of India for which, they have so long 
entreated in vain. 

I concur in my hon’hle colleague’s warning against the artificial enhance¬ 
ment of silver, t would venture to say, that there has been no more zealous 
supporter than myself of the argument that it is absolutely necessary to pro¬ 
ceed according to actual facts of value without any artificial arrangement 
such as tbat suggested by Sir Charles Trevelyan in 1864,again and lately by 
those who have advocated the compulsory tender of the Sovereigu at ila. 10, 
whereby the value of silver would be unnaturally raised. 

It is in such a sense, viz., consulting only the facts of value, that I wrote 
in 1S6I-, and, at the instance of Sir John Lawrence, again tendered my advice 
during the last year. With regard to those facts it would be well to consult 
the evidence given to the Currency Commission, as well as the tables-of' prices^ 
which are prepared at the ports of embarkation, where the Sovereign has a 
value per se because of its quality of money in England. 

But can the same be said of Mr. Strachey’s practical recommendation ? 
Thus [vid.e his 23rd paragraph), he actually wishes to depreciate the value of 
silver artificially in this country, aud to make a legal tender of gold which shall 
thus stereotype the arbitrary depreciation. Be it further observed that he 
fixes on a price of silver for this purpose 5s, U. in India, which is frequently, 





it may be said,in prosperous tiroes, generally below the rates of the London 
market itself. 

"In support of this assertion X add in a note * the table of the prices of bar 
silver in XiOmloD, which was furnished to me authoritatively in 1664, and is 
in the Appendix of my Minute of that year, from which Mr. Straohey has 
quoted. This table gives the prices of silver darins the eleven previous years, 
vie., from J858 to 1868, inclusive. It will be observed that in no single year 
was the average price of silver below 5-11, whereas the average price for the 
eleven years was about 6-XJ, Now this was in London and not in India, aud 
in India silver has to bear the coat of freight, insurance, and brokerage when 
imported from Europe, which are computed at 31 per cent. 

I cannot discover in Mr. Straehey's Minute that he has taken into consi¬ 
deration the 81 percent, which must be'added in India on the foregoing ac¬ 
counts to the price of bar silver as stated in London. The like omission, un¬ 
less I have read the paper wrongly, appears in the table he'oites in his 14th 
paragraph. Thus, in that table it is said that when bar silver is at a#. Id., 
the equivalent in the rupee is 22r'67d. =10*9-3 in the pound. 

In Mr. Dunlop'’s table (Appendix Y) which in the calculation includes 
31 per cent, lor freight, insurance, and brokerage,and further the Mint charge, 
it is shown that when the bar silver costs 5s. 1 d. in London, the cost of the 
rupee in Calcutta Mint is 23 ®-, which would give Rs. 10 and § of an anna 
to the pound, 

I am, I think, bound to follow the argument to its legitimate conclusion. 
Thus Mr. Straohey. has told us, see paragraph 13 of bis Minute, that since 
July 1868, the price of silver has never gone above 5s, Id, in London, and 
that during the whole of last'year it did not exceed 6s. OJd. 

Taking the price of silver in London as the basis of calculation, we have 
seen what the cost of the rupee is in the-Calcutta Mint when the silver costs 
6#. Id. in London. The same commercial method of computation being 
adopted, viz., of adding the cost of freight, insurance, brokerage, and Mint 
seignorage to the London price, we are informed by Mr, Dunlop's table, that 


# The price of bar silver per ounce standard in London . 
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the cost of bar silver being in London 5s, Q±d. per oz., the cost of the rupee at 
the Calcutta Mint becomes 2 ‘ij-d., which, if reduced to value in the sover¬ 
eign. gives about 10 rupees 2 annas or 2 annas below the rate stated in the 
Government notification, and 2 annas 4 pies below the value o£ gold assigned 
in. Act XVII. 

We have then the further inference that the price of bar silver, as quoted 
in London, if taken alone, is a fallacious guide, and that in truth it leads to 
a conclusion opposite to that desired, by Mr. Straehey. , 

Consequently, it is difficult to deny that if we would approximate to the 
value of gold in India in the statement of price, we must follow the rule of 
the gold merchants, which looks to the cost of the delivery of gold in India, 
rather than pay exclusive attention to the price of silver in a very distant 
market. And we are again reminded of the absolute necessity of remembering 
that behind both modes of computation lie the confusing elements of the 
balance of trade and the state of the exchanges, which seem to have escaped 
Mr,. Stracheyfe consideration. 

I cannot in any manner concur in the suggestion which would reverse the 
usual order of things, and make the more valuable metal a legal tender for 
small amounts only ; in short to have a gold token coinage. This, I believe, 
to be absolutely contrary to correct principle and all previous usage in any 
country, and therefore to be certain to add one more complication to the diffi¬ 
culties already artificially caused in an otherwise easy matter. There can be 
no reason for limiting either gold or silver as regards tender, until the time 
has arrived for reducing the inferior metal to a token coinage, eud a single gold 
standard has been thus established. 

A« I have often ventured to urge, all that we have to,do is to adjust, as 
closely as possible, the relative values of the two metals in coinage, and then 
leave them to fight the battle for supremacy. 

Wherever this has been done, silver has been driven from the field, not¬ 
withstanding that silver was the original standard, e.g. t the United States, 
France, etc., etc. 

For the argument on this point,and the manner in which the obligations 
of a country which once had a silver standard, continue to bo stated under 
the old denomination, after the silver coinage and standard have made way for 
gold, I beg to refer to my Minute of March 1864. 

I would add that I entirely concur in Mr. Strachey’e remarks on the 
proposals of the Indian Mint Masters, 




Minute by the Hon'ble Sib Richard Temple, dated 12th February 1869. 

His Excellency Sir W. Mansfield has in bis Minute of the 9th current, 
in my opinion,., so completely answered Mr. J. Straehey^s Minute oi the 30th 
ultimo that my remarks on the present occasion may be brief. 

2. My hobble colleague, Mr, Strachey, is quite correct in the belief ex¬ 
pressed in ids fifth paragraph, that my recent proposals regarding a Gold 
Currency have been based on the Report of the Commission of 1866. Con¬ 
sidering the high authority of that Commission, and the elaborate enquiry 
they made, it was but natural and proper that 1 should so base my proposals. 
Considering also that the distinguished President of that Commission, His 
Excellency Sir William Mansfield, is a member of this Government, it was 
fitting that I should consult him, which indeed I have done with much ad¬ 
vantage and instruction to myself. Indeed, our deliberations on this import¬ 
ant subject have been most essentially aided by Ilis Excellency. 

fch June last, to which 


3. I append a copy of ray Minute of the 
Mr, Strachey has referred j also extracts from j 
October last. 

For further exposition of the reasons for the course which has been 
adopted, and which 1, for one, have steadfastly recommended, I would refer to 
our recent despatch to Secretary of State of the 23rd December 1868. 

5. Mr, Strachey points to the relative value of gold and silver.as prevail¬ 
ing in .Europe. 1 admit of course that these data are valuable and worthy of 
consideration. Indeed, I pointed to this very matter in my Minute of the 
5th June last. But various circumstances, exchanges and the like, are shown 
to cause 1!actuations, and to render the argument only partially applicable 


to India. 

8.. I observe that 


hoa’ble colleague pushes 1 
materially further than Mr. Arbuthnot has done in the 
which M 


very 
from 

Mr. Arbuthnot does not affirm more than that 
iverin the currency of India would lead to a 
ndeney/’ which has, of late, prevailed in the 
i'h gold. Mr. Strachey considers that if we 
India, the relative prices of gold and silver in 
ne approximately the same as the prices that 
rope. It appears to me that my hon’ble colleague has not only, 
pointed out by His Excellency Sir W, Mansfield, omitted to 
charges which must always be added to the European nr ice of 
silver as an element of the Indian price,"but forgotten that the disproportionate 
demand for silver throughout the East as compared with Europe depends, 
after all, very largely upon circumstances altogether apart from its employ¬ 
ment in the Indian currency, such as the habit of hoarding silver, its con¬ 
stantly increasing use for ■ l-naments, and the demand for it in populous 
regions such as China and Japan. Upon all these circumstances its displace¬ 
ment by gold in our currency will produce little or no effect. 

m 'l. but the main, indeed the conclusive, point is the existing relative value 
of gold and silver in India. If that can bo arrived at, or approached, then 



"we may hope for a solution of our doubts. Now all the evidence goes U 
prove that a Sovereign can be laid down in India at rates varying from 
its. 10-5-0 to Ea. 10-3-0. This justifies the rate of Rs. 10-4r0 which we are 
allowing for the Sovereign- 

8. That a rating so arrived at by experience should coincide with the legal 
valuation fixed in India, so far back as.1335, and since unaltered, is a-remark¬ 
able confirmation of our proceedings. 

9. The valuation of 1835, having been arrived at under the previous cir¬ 
cumstances of a legal tender of gold, was, it may be assumed fixed after the 
most careful consideration. It may have been temporarily disturbed perhaps, 
by the subsequent gold discoveries, but after that fluctuation, has again 
become practically correct for India at least, the country for which it was 
intended. 

10. I have always understood that the relative value of gold and silver 
does not really change, in the long run, and upon periods of duration sufficient 
for the establishment of conclusions, though, doubtless, it is subject to 
fluctuations intermediately. I would refer to the words of Mr, Dickson 
(whose authority is beyond question), to the effect that c< the relative values 
of the two metals, notwithstanding periodical fluctuations, do very soon adjust 
themselves to each other/ - ’ and that “ the subject must be discussed, not iii 
relation to the existing state of matters, but to the experience of a series of 
years/' 

11. Accordingly I went into the latter point last year : Mr, Dickson's 
examination went hack for more than a hundred years, and it appeared that 
in the year 1717 gold to silver was as 1 to 15 209, and in 186? as 1 to 
15*333, so that the difference over this long period was very slight, 

12. If I admitted Mr. Strachey’s arguments to the full (which, however, 

I am far from doin^), I should reply that the conclusion logically deducible 
from them was that we ought to have offered more than Rs. 10-4-0 for the 
Sovereign j but that, considering that we had raised the rate from its. 10 to 
Rs. 10-4-0, we were manifestly proceeding cautiously, and that our error, if 
any, was on the side of caution. That such caution ia a necessity is shown 
by the questions put to us from various quarters. 

13. As to Act XVII of 1835 being “obsolete," as described by 
Mi*. Strachey, I cannot understand that, inasmuch as gold has always been, 
and still is, coined under this law, 

14. M r, Strachey recommends that gold should be coined and made legal 
tender up to Es,*200 only : sil ver of course remaining legal tender up to an 
unlimited amount. This is so opposed to my understanding* of the whole 
subject, that I cannot follow it. The notion seems to be contrary.to the 
fundamental principles of metallic currency; and specially to the practice 
ia England. I understand the natural order of things to be that the superior 
metal (gold) should be legal tender to any amount and the inferior metal 
(silver) to only a limited amount when the latter has been reduced to the 
rank of a token coinage. This order seems to be reversed by Mr. Siracbey's 
recommendation. 




MEMOEAN'DtJM BY THE HONOURABLE Si» RlCHABD TEMPLE, K.C.S.L, BATED 

* 19th June 1872. 

I desire to lay before the Government of India three notes by Mr* 
0. Dickson, Secretary to Bank of Bengal, on the subject of the gold currency, 
which he was good enough to draw up at my request ; also notes by Mr It. B. 

[ ^ w " "* *tr» H. D. Sanderaan, Officiating 

pf roller General,, and Mr, E. Gay, Deputy Comptroller General, on the 

same subject. . . . , . T v ’ , 

I currency is wanted m India ; pat 

object for gradual, if not immediate, attain- 

iii 

the introduction of a gold coinage, 
We have gold pieces.representing fifteen, 


Chapman, the Financial Secretary, and M 
Com] 


2. I have long believed that a gold 

itrodnetion ought to be an < m , —, .... PH 

5 . and that the British Government ought to adopt measures from time 
,.me towards that end, I do not say ... . 

for we have that already in India. We have gold pieces .representing* fifteen, 
ten, and five rupees, respectively, and believed, by what may perhaps be con¬ 
sidered some of the best authorities in India, to represent these several sums 
very correctly, as regards the relative value of gold and silvern that this relative 
value has, by these gold pieces, been preserved with as much accuracy as possible 
under the circumstances, was affirmed by the report of the Indian Currency 
Commissioners in 1867. But, despite their intrinsic merits, these coins are not 
and cannot be available as currency, because they are not legal tender. I con¬ 
ceive that we should, so far as wo fairly can, permit inducements to arise for 
t!ie importation of gold into India, and for its retention in considerable quan¬ 
tities in,the country; that whenever such quantity might be found adequate, 
we should take the first opportunity to declare the gold coins legal tender to 
unlimited amount; that the gold pieces should continue to bear the fixed 
relation to the rupee ; that, for a time, it might be necessary to permit the 
rupee to remain legal tender to an unlimited amount which would involve 
temporarily the difficulty of double standard; that the transition period of 
double standard should be as short as possible, silver being reduced to a token 
coinage, and being legal tender up to a small amount only; and that gold 
should be ultimately the one legal standard, 

8. Remembering that many stops must be taken before any such con¬ 
summation could be arrived at, L should have preferred, just now, to 
confine myself to such practical measures as could be adopted at present. 
But, among the mauy doubts which surround the subject, I see, or imagine 
that 1 see, one doubt which affects the very root of the matter. It seems to 
be doubted whether a gold currency is needed at all for India, or whether it 
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doubts as above described being seriously entertained, I will attempt 
to briefly recapitulate the reasons why a gold currency is desirable in India. 
And my excuse tor making the attempt must be this : If people shall 
strongly entertain an h priori conviction that a gold currency is really 
wanted, then they will find that the supposed difficulties id the wav of its intro¬ 
duction are not at all insuperable; if, on the other hand, they have no such 
conviction, then the difficulties which more or less beset every question of 
currency become magnified to undue proportions. 

5. It can hardly be necessary to recall to mind the superiority of gold 
over silver, or the reasons why, in all countries, the estimation of gold is about 
fifteen times greater than that of silver. A well known writer ou bullion has 
summarized the advantages of gold thus :— 

“ Gold is the noblest of all metals—-the king of the metals , as the alchemists of old used 
to call it. It holds this exalted rank by virtue of its precious physical and chemical proper¬ 
ties, among which may be mentioned, more especially, its indestructibility ; its signal power 
of resisting oxidising influences ; its fusibility ; its permanent ductility and malleability ; 
its beautiful colour and splendid lustre.” Seyd —“ Bullion and foreign Exchanges.”. 

6. It is this superior estimation which, causing gold to be sc much more 
relatively portable than any other precious metal, gives it a practical efficiency 
in commercial transactions, of which inherent quality nothing save artificial 
restraints, from systems of currency, can deprive it. 

7. The most advanced nations, England, France, Italy, America, 
Germany, Holland, possess a gold currency. Most of them have at various 
times adopted measures to change the currency from silver to gold; Soma,of 
them have even put forth efforts and undergone sacrifices for this object. 

8. It is generally acknowledged by the best authorities, that the money 
which is to be the medium of exchange and the measure of value in large 
transactions, or in all save small transactions, should be gold as being the 
metal most edited for such purposes from its greatly superior estimation. 
Silver is suited only for transactions too small for the use of gold, just as 
copper is suited only for transactions too small for the use of silver. 

0. In the first place Adam Smith explains that— 

“ In the progress of industry, commercial nations have found it convenient to coin 
several different metals into money; gold for large payments, silver for purchases of moder¬ 
ate value, and copper or some other course metal for those of still smaller consideration.” 

10. Michel Chevalier gives a similar explanation :— 

“ Wo know that, for many centuries, copper constituted the money of Rome. After¬ 
wards, society having become richer, copper motley was uo longer snlhciient; with the in¬ 
crease of wealth, payments became too cumbrous, and a more valuable metal than copper 
was found better adapted for the bulk of transactions ; it was thus that silver money came 
into use. This was soon after followed at Rome, and for the same reason, by a gold ont- 
repey. The history of the ourrenoy in the monarchies which were reared upon the ruins 
of the Roman Empire reveals the same process.” 

The same authority goes on to say of gold and silver— 

“a division of their employment seams to be indicated, for silver the smaller, for gold th• 
larger payments.” 

11. M/Culloeh, speaking of gold and silver, says that— 

“ the former would be sure to be preferred as money to the latter in all but petty 
transactions.” 

* #*•»##■* 

“ The use of gold as money is accompanied by so many advantages that it would main¬ 
tain its place even though it were somewhat under-rated as compared with silver. Inasmuch, 
however, as gold has so many natural grounds of preference on its side, the true plan is to 
make it the only standard.” 



a 

13. Tooke, after rejecting seriatim the arguments for a change from a 
gold to a silver standard, says that-— 

* c jother respects it would, be the substitution ot tbo loss oonveuient .for the most 
convenient description of currency.'’ 

13. Chambers writes in his chapter on money— 

«a substance has been employed as the chief circulating medium over the civilized 
world. Its own nature has made it the standard currency, though it is relieved and aided oy 
other kinds of currency. This substance is gold, which by common consent people at the 
utmost extremities of the civilized world have used as.their standard currency. 

14. One of the main reasons for the preference of gold over silver is 
forcibly expressed by another writer (Dunning Macleod). 

“ The greater the intrinsic value of the metal, the better is it qualified to perform the 
functions of a country.” . . .. . (< The more rave and valuable the metal, 

the more portable and convenient would it be, so that a man might^c&rry about with ium, 
as it were, a concentrated essence of power of commanding services. 

As John Stuart Mill observes 

“ There is an obvious convenience in making use of the more costly metal for larger 
payments and the cheaper one for smaller ; and the only question relates to the mode in which 
this can best be done.” 

15. Mr. N. A. Nicholson in his work on the Science of Exchanges 
says— 

“ In a country where bank notes for very small amounts are permitted, as, for 
instance, the dollar notes of America, it matters little which of the two precious metais is 
chosen as the standard, provided there be one standard. In a country where these smal.t 
notes are not permitted gold is to bo preferred to silver as the one standard. 

Further on he reiterates the opinion thus ;— 

11 Gold therefore is to bo preferred as the standard of value in countries where small hank 
notes are not permitted by law.” 

These remarks are fully applicable to India. 

16. Even some of those authorities, for example, Ricardo and James 
Wilson, who prefer silver as the sole standard, make important admissions in 
favour of gold. Ricardo states that— 

“ In favour of gold it may be said that its greater value under a smaller bulk eminently 
qualifies it for the standard in an opulent country.” 

Jamas Wilson says— 

“ No one will be inclined to deny that if wo had to begin a system of currency de novo, 
the most convenient of all the various systems now in practice would be found to be that 
used in England, where gold is the standard, and silver tokens of limited tender the sub¬ 
ordinate coins.” 

17. Now these considerations of political economy are just as applicable 
to India as to any other civilised country. It will hardly he denied that India 
is a civilized country. Although civilization, in a politico-economic sense, is 
not so diffused in India as in Europe; though the mass of the people 
are less civilized than the corresponding classes of an European people, still 
India has a fair proportion of civilization, has a large held for the exercise 
of political economy, all which, though inconsiderably relative to the vastness 
of the country, is considerable absolutely. Though on the whole a poor 
country certainly, still India is, in parts, rich enough, has, within particular 
limits, great wealth, has extensive transactions, has, in some respects, much 
to do with monpy on a great scale. 

18. It is no sufficient answer to this to say that the mass of the people 
never sec anything better than copper money ; that it is only certain classes 



that see even silver; and that but a comparatively limited number would see 
a gold currency if it existed* Ior the limited number wlio would see 
gold represent the most important classes of the country, just those classes 
whose skill, enterprise, and intelligence, go far to make the fortune of the 
nation. If the sections of the people who would use gold were summed up, 
they would be found to represent a great and growing interest . And if they 
really require a gold currency, that would be a strong reason for introducing 
it. 

1°. Again, if it be supposed that such currency were not so urgently 
wanted for the interior of the country generally, still the question would 
remain as to whether it is wanted for the larger transactions of the inland 
trade and especially for the foreign trade ? It is not so easy to gauge the 
inland or inter-portal trade. But we know the' extent of the foreign 
trade exactly, and we can see what a mighty interest that represents, 

SO. But the number of persons in all India who would use a gold 
currency is not so limited as seems to he supposed. It may be mentally 
measured in this way. With our five-rupee gold piece legal tender, every one 
who had to pay five rupees or more in metallic currency (unless he paid in 
currency notes) would pay in gold. Every one who kept, or hoarded five 
rupees and upwards in treasure would use gold. Let us compute by our own 
notions (we cannot ascertain exactly) what the number must be of payments 
of five rupees arid upwards in all India within any year. Surely it must be 
very great, quite great enough to justify the consideration of measures for 
introducing a gold currency. 

21. Or let ns suppose that, following the example of the five-franc gold, 
coinage or, forming the easily conceivable notion of a five*-*hilling gold piece 
we were to have gold coins of lesser denomination than five rupees Yfor which 
the authority of M’Culloch might be cited)—fay, for example that we were 
ta have rupee gold pieces, then every payment of metallic currency of 2£. 
rupees and upwards would be made in gold, if there were a gold currency. 
How very great, then, must the number be of such payments in a year. 

2'f But in these, as mother matters, there is such a thing as national 
prejudice. It is conceivable that such a population as the Indian might have 
some national prejudice against gold. But have they, in fact, any such pre¬ 
judice against gold pieces ? No, they have not. Quite the contrary ; their 
prejudice, if they have any, is entirely in favour ot gold. The imperial 
dynasties which preceded us in India had a gold currency. Some compara¬ 
tively ancient gold coins have still a limited circulation, and enjoy the high¬ 
est repute. It is remarkable that the gold coins which issue from the British 

mints in India mostly find their way to Native States: It may be said, in 
general terms, that, on our accession to power in India, wa found a gold 
currency existing conjointly with the silver currency; and it was reserved 
for us to accord silver the dominant and exclusive position which it now 
holds iu the currency. My own belief is, that few nations have, in their own 
minds, a higher appreciation of gold than the natives of India. 

2>i, It was in 1835 that silver was made the sole legal tender in India ; 
gold, however, ceasing to be a legal tender, was still receivable at the trea¬ 
suries in payment of Government duvs. Even this was stopped in 1853,. The 
prohibition was withdrawn in 1869, since which time the gold pieces 
have been and are receivable at the treasury as before. 

This measure, however sound in principle, has not proved efficacious. 
Indeed the state of the exchanges prevailing since that time has not been 
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such as to cause the importation of gold bullion. And, indeed, nothing can 
bring about a permanent influx oil gold, while gold pieces are not legal 
tender. 

25. Upon this point M’Culloch writes thus :— 

“ Silver has become in India, in fact as well as in law, the sole legal tender * * 

* There are, at the same time, various cirenmetances which make it mnoh to be 

regretted that an attempt should have been made to exclude gold from the currency of 
India. . * * * Had gold been allowed to circulate as coin, it would have been 

extensively employed in making large payments, and it would also have been oxtensively 
hoarded. * * # It would be good policy to re-introduce a gold currency.” 

£6. M'Culloolf further makes a remark which I shall cite in this place. 
After explaining that gold would, if it had a fair chance, circulate in India as 
well as silver he goes on to .say— 

“ In that case the increased demand for gold * * * would, by lessening the 

demand for silver, have checked any tendency it may have had to rise.” 

Sir William Mansfield (now Lord Sandhurst) elaborated this same point 
in 1864. He estimated that the exclusion of gold from the currency caused a 
rise of 5 per cent, in the price of silver, and held that this led to injustice 
towards the land-holding classes of India who pay land revenue fixed for long 
periods or in pevpetuity. 

• 27. Whether wo go to the full length of these conclusions or not, still 
we can hardly doubt that to virtually oblige the people of India (as we indeed 
do oblige them by our present system) to use only one precious metal for 
currency, when they might have had two precious metals, is to enhance the 
price of that one precious metal, silver, and thereby to put.them to consider-* 
able expense unnecessarily. They must have the silver for currency use, and 
they must purchase it with their produce. If the price be enhanced, say, by 
even a small percentage, then let the significance of that be considered. The 
amount of silver in circulation cannot of course be stated, but it must evidently 
be very great—supposed to be at least 150 millions sterling in value, some¬ 
times even estimated at more than 200 millions. Tooke's History of Prices, 
Vqi. VI, page 723, gives the amount at 400 millions. But. that includes silver 
for ornaments and other purposes. It is not material to the present argument 
to discuss what the estimate ought to be. The amount, whatever it may be, 
has been purchased by the people of India. Then even a small percentage on 
either sum would give an extra expense of several millions, to* which the 
people have been unnecessarily put. Such an estimate is not precise indeed, 
but it may serve to give some idea of the possible loss occasioned to India. 

28. Again, to use gold instead of silver coins is to effect a great saving 
in minting charges and in wear and tear, or, per contra, to oblige the people to 
use silver coins when they might use gold is to put them to the expense of 
about fifteen times as much minting and wear and tear of coinage as might 
otherwise have been necessary. This cost may be relatively small, from one 
to two per cent, on value of coins; still let us remember the amount of silver 
coined in India since 1835, about 197 millions, and wo shall see that even a 
, small percentage on this vast sum would be an appreciable amount. It follows 
that this amount might have been to a large extent saved to the country had 
there been a gold currency. Sir W. Mansfield summarizes the advantages of 
gold as— 


” 1st, superior portability,” 
"2nd, decrease of wastage,” 
“ 3rd, economy in mintage,” 



and be describes these as “elements of cheapness which have a marked effeofc 
in asserting the superiority of gold.” 

29. It is often said, in effect, that the certainty of silver always being 
largely employed as curreuey in a comparatively poor country like India is a 
reason why a gold currency is not wanted. Bat I contend, on the contrary, 
that this very circumstance is one of the reasons why a gold currency is 
wanted, because it tends to steady the price of that silver which is one of the 
necessaries of the national life. 

30. On the whole, it seems clear that, while, in all other branches and 
departments of administration, we endeavour to gi ve to India the best of every¬ 
thing so far as we can, yet, in respect to metallic currency, we deliberately 
withhold from her the first-rate article and afford her a second-rate one. 

SI. The foregoing considerations apply to India in common with other 
countries where there may be commerce and accumulated wealth. But there 
are special reasons in India why a silver currency without any gold currency 
must be inconvenient. In other words there are, in addition to the general 
reasons, special reasons why India ought to have a gold currency. 

32. The Continent of Europe, and especially the United Kingdom, obtain 
both gold and silver from about the same distance in the case of each metal. 
Those countries have commercial relations with gold and silver-producing 
regions. Gold comes direct from America, so does silver. 

33. With India the case is different. She has bat slight commercial 
relations with America, and, consequently, she has to obtain silver through 
the medium of England. This is, to some extent, a disadvantage, and must 
involve various charges, direct and indirect. She has also to obtain the silver, 
in winch her currency solely consists, from an immense distance. 

34. On the other hand, she could obtain gold from Australia direct 
without employing any other country as a medium, aud from a much shorter 
distance. Thus it would appear that, from its situation, Australia, with its 
gold-producing regiona, is the natural source of supply of the precious metal 
to India. It is the present system of the metallic currency that prevents 
India from availing herself of the great natural advantage offered by Australia 
in this respect, aud forces her to obtain her specie under comparatively dis¬ 
advantageous circumstances. 

35. As Colonel Smith, the Mint Master, has well expressed it— 

“ The advantages of introducing gold into the currency of our vast dependency need not 
be here insisted upon. They may be inferred from the unanimous ,wish of the inhabitants 
for a less cumbrous means of exchange, from the benefit to be derived by the whole civilized 
world from India’s taking her share of tbo increased produce of the gold mines, and from 
the anomalous spectacle exhibited for many years past, of ships freighted with gold travers¬ 
ing half the globe in one direction, crossing ships conveying an equal value of silver in the 
opposite direction, for the adjustment of balances of trade capable of settlement without 
either voyage, and with a saving of expense of a quarter of a million sterling annually.” 

36. Sir William Mansfield (now Lord Sandhurst.) put the case thus : 

“There can be no good reason to compel the precious metals to make the journey from 
Australia round by London to India, instead of coming direct to the latter country. Yet 
that is what, to a certain extent, necessarily takes place, and which throws heavy charges on 
the metal ordained as a legal tender, viz., silver. The gold of Australia must go to London 
to be exchanged for silver, which is then sent out to India after being bought at an artifi¬ 
cially high price in Europe and tho United States. The European markets are the middle¬ 
men who obtain their profits on the silver sent to India to restore the balance of trade.” 

87. Sir Charles Trevelyan ably sat forth the same point thus : 

“ England has a Southern as wall as an Eastern Empire, and the great staple of that 
Southern Empire is gold. Owing to the exclusion of gold from the Indian currency, tho 


trade with Australia, is chiefly carried on in this way. a he gold of ^natralia is sent to 
England, where it is employed in buying silver, and the silver is sent to India burdened 
with the charges of the double voyage and with the additional interest accrued during the 
long period occupied by it. The 'cotton and othoV exports of India are charged with the 
extraexpense arising from this circuitous mode of payment. Even a worse result is, that 
the trade cannot be carried on in a regular manner. The gold remains in the Bank of Eng¬ 
land until the Indian demand sets in, and theu it is suddenly withdra wn to swoop the con¬ 
tinent of silver for transmission to India.” 0 

38. The fact that the trade between .India and Australia, is n.ot great, and 
is not likely to grow essentially, would not of course constitute a difficulty. 
It is true that if India received a large amount of gold from Australia, she 
would not be able to send her produce to Australia in return. But the balance 
in favour of Australia would be settled and adjusted in the trade between India 
and England and England and Australia. India has extensive claims upon 
England for produce exported thither. She would transfer to Australia, a 
portion of those claims and thus pay for the gold. 

39. The adjustments which take place in China will afford an illustra¬ 
tion. China owes India, yearly, a large sum for opium. She does not wholly 
pay this debt by produce or treasure. She pays, in part, by transferring to 
India her claims upon England for Chinese produce exported thither, 

40. But, further, there is one marked peculiarity in the situation of India_ 

which is perhaps almost unique in the world,—in that she has annually to 
remit to England money to the sum of many millions. The liability is as 
serious as it is inevitable, and the cost of so vast a remittance amounts to 
nearly half a million pounds annually, and sometimes more. 

41. While the India currency is in silver only, the principal means of 
remittance must be silver. Under these circumstances India will never 
possess gold in adequate quantities. The balance due to her on trade will be 
paid in silver; in the main, she must take that metal and none other. And 
she will possess no other precious metal wherewith to pay whatever there is to 
be paid by her in specie. She will have then, only her silver and her produce 
wherewith to discharge her obligations. 

42. But, as England has a gold currency, the payments must he made in 

that metal, so far as they have to be made in money at all. And, as India hr s 
to pay in gold, she must obtain gold either by means of her silver or her pro¬ 
duce. This is the real basis of the transaction, though, in practice, ludia does 
not generally make her payments in specie. She receives gold in England 
from purchasers of bills called council drafts, and pays to the holders of 'these 
drafts silver from the Indian treasuries. But the payments are settled and 
adjusted in gold, and the difference chargeable to her on this adjustment 
comes to the same thing as if she had purchased with silver, or produce the 
gold wherewith to make payment, '* J c 

43. This arrangement appears to be inconvenient to India in various ways, 

44. In the first place she obtains her silver through England, The or t 

of effecting this is considerable. Then she has virtually to bear the clriro* > 
exchanging silver in her own limits for gold in England, and the costTof ‘"that 
again is considerable. It would be more economical, and more conveh’ V 
if she herself possessed the gold in which the payments had to be inade^^ff 
her currency were to he gold, then she would always possess quantities nP iil 
very metal in which her obligations have to be discharged L. 
adjusted. ll * 

65. If the currency of England bad been silver, then the argument would 
be somewhat altered. At present India has a sort of double difficulty 



Firstly, she has to mate this great payment annually, in itself a difficulty. 
Then she has the additional difficulty of purchasing the metal in which the 
payment is calculated. This additional harden is caused by the present state 
of the currency. And this must aggravate the charges to which India is 
subject. 

46. Again, under the 'existing, stats^ the relative value of silver to gold 
is the regulator, in all respects, of the cost of these transactions to India. The 
value of silver is, of course, liable to fluctuations. For, the value of gold in 
England being.determined by law, and that of silver being not bo determined, 
these fluctuations as regards silver are appreciably great, and are sometimes 
embarrassing by reason of the trouble and expense which they cause. Within 
India the value of silver is indeed de termined by law, but that fact is of no 
use nor validity in respect to the exchange with England. Now this difficulty 
would be mitigated, perhaps almost removed, if India had also a gold currency, 
with the same status as that of England, that is, with the value determined 
by law. 

47. Mr. Gosclien, in his work on Foreign Exchanges, writes — 

“ Considering the case between silver and gold. When a bill on Hamburg payable in 
silver is bought in London for a oartaia price, payable in sovereigns, what will doternoino 
the value? * * * * Gold is simply merchandize in such countries aa have a silver 

currency, and silver is merchandize in such countries as have ft gold standard; and, according 
to the price of the merchandize at a given moment, so wilt the exchanges fluctuate. When 
a bill on Hamburg is to be sold on London, all the previous elements of value will ham 
to be taken into consideration,—the rate of interest in the two countries, the state of credit 
relative indebtedness, and so forth; but the value of silver in England will enter largely into 
consideration, or, in the opposite case, the value of Gold in Hamburg.” 

Now it seems to me that, mutato nomine , the same story might be told of 
the exchange between England and her Indian dependencies, and that the 
process inevitably places India at a disadvantage. 

4g, Thus I contend that there should he one standard only of value for the 
two countries) in other words, that the standard for India should b© the same 
as that for England ; that India is specially entitled to" this advantage, because 
she is more conveniently suited as respects the gold-producing regions than 
the silver-producing regions, and because gold is the currency of t he country 
to which India has to make such great payments; and that a gold currency 
would not only cause a saving to India na the procuring of so important 
an article as specie, but would also lessen the difficulties arising from the 
pecuniary obligations of India towards England. 

49. There is one more point to be noticed, which is this. It is observed 
by the Financial Secretary, Mr. K. B. Chapman, that when upon the 
establishment of a gold standard, silver came to be demonetized, and the 
intrinsic value of the rupee to be diminished, the effect on the native mind 
would be bad.. Mr. Chapman's words are— 

«ifc follows that wo shall have to substitute for the use of the masses of our population 
a token silver currency for the present full value currency. Are we at all certain what the 
eiroct of this will be upon the ignorant population? Or bow a silver token currency will 
work alongside of a full, value Native State silver currency ?” 

50. It is quite true that the natives will always look to the intrinsic as 
well as to the nominal value of the rupee. Though the new rupee, with a less 
intrinsic value of, say, 6 per cent., may pass in currency for the same value aa 
the old rupee, still the natives will not estimate it so highly as the old 
rupee, because they use rupees for melting and for hoarding, as well as for 
currency. All this may he admitted to the lull, .Hut what then i 1 fail to 
perceive what evil would follow. It is said that toe natives would pic to i the 
rupees of Native States in which the proportion of alloy might be less than in 


the demonetized British rupee. It might, not be of much consequence if this 
were to be the case. But it by no means follows that any such consequence 
would rise. If natives closely estimate the grains of fine silver in the rupee , 
they will weigh accurately the British rupee against the Native rupee. And 
the British rupee will be valued at its weight in fine silver at least. Besides 
this, it would have the advantage of beiug legal tender in British territory for 
small amounts which the Native rupees would not. And this advantage roust 
secure the preference to the British over the Native rupee, as silver .to silver. 

51. It might be said of course that the British rupee would cease to 
possess the estimation it now possesses, and this portion of our currency would 
decline in reputation. Very true no doubt, But, on the other hand, we 
should have given the country a gold currency, the coins of which would rise 
rapidly to the highest repute, and to a degree of estimation to which even our 
silver has never yet risen. I believe that no coins that ever were coined in 
this country would be so popular as the gold legal tender coinage of the British 
Government. In other words, whale we deprive the people of the old silver 
standard, we give them, in return, a superior gold standard. And thus the 
last stale of the currency would be far better than the first. 

52, Further, it is sometimes urged, as a reason against introducing a gold 

currency, that there is never likely 
to be a sufficient quantity of gold 
available to justify its being 
declared legal tender. The quan¬ 
tity of specie required for circula- 
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tion in India was estimated, 
fifteen years since, at 150 millions 
sterling, or rather that was the 
supposed value of the silver coius 
in circulation. Within this 
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tiny, the net importation of gold 
has exceeded 99 millious; but 
only a small portion of it has been 
coined. Having 
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regard to the 
long period that coin.lasts, the 
coinage, gold and silver, may now 
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— ; -- millions sterling, and the amount 

273,530,365 of gold bullion and specie in India 
is within this amount. These 
several quantities may not, indeed, 
be precisely known." But it is 
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quite true that the amount 

—_- gold available or obtainable m 

104,486,204 India, under present cireum- 
' 111 stances, is small as compared with 
silver, and is not, as yet, nearly 
enough for what the requirements 
of the country would be after 
gold being declared legal tender. 
But, though I admit all this to 
the full as fact, Ido not at all 
admit it as a reason for refraining 
to declare gold to be legal tender 
For manifestly, gold, having Jbeen 
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once declared to be legal tender, would become one of the needs of the national 
existence. Gold would be an article which the country must purchase; and 
with its large surplus of exported produce over imported goods/und with an 
ample balance of trade in its favour, the country would have uo difficulty in 
purchasing gold, which metal it eonhl, as has been seen already, obtain direct 
from A ustralia on reasonable, perhaps eyen on favourable terms, If then the 
need of gold for currency in India were to he anticipated, its influx into the 
country would be a matter of a few months, perhaps only of a f«nv weeks, and 
the want would hardly have begun to be felt before it was supplied. 

©3. Before concluding, I would add that experience does not shako my 
belief that the relative value of gold and silver is represented according to 
scientific theory and principle by the present gold coinage of India, that is, 

120 grains gold piece to 10 rupees ; that the present rate offered by the 
Government of India in 1869 for the English and Australian Sovereign 10£ 
rupees (ten rupees and four annas) coincides as nearly as possible with that 
standard, and that the conclusions arrived at by the Currency Commission in 
1867 are sound. It is true that very few sovereigns have been received in the 
treasuries since 1869, but this circumstance is attributable not to any defect in 
the rating (101 rupees to the sovereign) but to the state of the exchanges 
which has precluded the importation of gold bullion, silver being the sole 
legal tender. How can gold compete with silver in India while the latter has 
a value fixed by law and the former has not ? I understand that, as a matter 
of fact, gold can still be laid down in India at something than lis. 101 for 
the sovereign ; aod that, so far, the lis. I0| rate must yield a profit on the 
importation. If that be so, then this rate would still seem to be the right one. 
And the non-arrival of gold must apparently be due to artificial causes, which 
amount to this, that gold is at a disadvantage as compared to silver, which is 
favoured by law. If this be so, then the fact that gold sovereigns command 
in the market, at most times, a higher price thau Rs. I0.J- and the 120 grains 
gold piece a higher price than Rs, 10, must be owing to adventitious causes, 
and to the circumstance that the supply of these coins being very limited, 
there is a sort of fancy demand for them, which is no criterion of what their 
value would be under a different status. 

54), Those who dissent from the above-named determination of relative 
value base their argument on the fact that this assumes a proportion of exactly 
15 to 1 gold to silver ; whereas, at many, periods in England, and of late 
years in India, the market prices show a proportion of something more than 
15 to 1. But theu the prices are affected in England by the fact that gold ' 
has a value determined by law and silver not; while *vice versa in India * 
silver has a value determined by law and gold has not. And this consideration 
renders it impossible to determine relative value precisely by these prices. 

One cardinal test is this : take the cost at which gold and silver can be laid 
down,is, and generally has been, laid down in India, counting the charges for 
bulliop, freight, insurance, brokerage, and seignorage, and then the proportion 
of 15 to 1 would appear correct and proper as regards this question at issue ; 
and it would seem that gold could be profitably imported at the present 
rating, 

On the other hand Mr, John Norman of Calcutta, a gentleman of great 
Itnowledge and experience, in a letter which will be found among the appen¬ 
dices of this minute, endeavours to show that 15 to 1 would practically 
exclude gold; that I6| would exclude silver, and considers that with 15£ or 
even X5| very large amounts of gold would be presented for coinage. 


55. 1 still hold to the opinion that if it ware determined to have a gold 
currency, we should mainly employ our Indian gold coins for that purpose, 
I would not object to make the sovereign a legal tender for ten rupees and 
four annas. But the sovereign being worth ten rupees and a fraction over, 
there might be seme slight trouble of calculation in changing it for silver, and 
this would be a drawback in respect of the use of the sovereign as currency in 
India. And if this objection were urged, I would not press for the sovereign, 
being declared legal tender. But we should Continue, under any circum¬ 
stances, to receive the sovereign in our treasuries at the present rating or at 
whatever rating might be fixed, 

56. I believe that a repugnance is felt by some to the present determina¬ 
tion of the question of a gold currency in India, because of the prospect of 
some universal coin being adopted internationally. But the prospect seems, 
practically, to be almost disappearing. At all events the report of the English 
Commission on international coinage, presided over by Bor'd Halifax, seems to 
be quite adverse to any change in the value of the English sovereign. 

57. I have not dealt with the objection which has been sometimes urged 
to a gold currency, to the effect that the national debt, and the paper 
currency, are calculated in rupees. For tbe objection has been disposed of 
more than once in the papers relating to gold. The feura seems to me to be 
this—we promised to pay in rupees and we should pay in gold determined by 
law to be equivalent to rupees. 

58. I have hardly, in this paper, undertaken to treat of all tbe points con¬ 
nected with this important subject, still Jess to discuss all the collateral matters 
which might suggest themselves for discussion. But the subject in all its 
bearings has been dealt with in the report of the Indian Currency Commission 
of 1867, in the volume of printed papers relating to gold currency iu India 
in the file of correspondence relating to the revised notification of 1869-70, and 
in the additional papers now submitted. I am unwilling to add more than I 
can help to the mass of writing which already exists. 

59. In conclusion I would ask early and favourable consideration to the 
proposals of Mr, Dickfjou, which I will give in his own words: 

“L To authorize the receipt of English and Australian sovereigns into 
all the Government Treasuries of India, without restriction, 
and whether tendered in payment of Government dues’or in ex¬ 
change for silver. 

“ II, In conformity with the provisions of the Currency Act to author¬ 
ise the is3ue of currency notes in exchange for gold bullion 
tendered at the mint for coinage into Indian gold sovereigns 
at the rate of 10 rupees for 120 grains of gold of standard 
fineness, less seignorage. ,J 

I believe that these recommendations are safe and practical. They 
are the first steps towards a gold currency. If they succeeded, their 
usefulness would be too plain to require description. If they did not succeed 
still no harm would be done, If, in consequence, we were to have any 
quantity of gold on our hands which could not be conveniently disposed of in 
India, we could use it for the remittances to England without loss, and ner 
haps even with profit. 

60. But if, after the adoption of such measures, gold bullion should not 
be imported ; if sovereigns should not be received at the treasuries; if doubt 
still existed as to whether the relative value of gold and silver is correctly 


determined by our present rating' and coinage, then 1 hope that the matter 
may not be’allowed to drop. If the present rating of 10$ rupees and the 
present weight of 120 grains are not proper (as hitherto we have affirmed 
that they are), then what rate and what weight are proper ? If the proportion 
of exactly 15 to 1 be not the proper one, as we have said it is, then what is 
the proper proportion ? Can any one really prove that it ought to be a frac¬ 
tion below, or a fraction above 15 to 1 ? Nobody supposes that we have offered 
too much silver for the gold; then, if this offer be not the proper one, is it 
really too little? Ought we to offer more? These are questions which, 
as I submit; the Government of India ought to be able to. determine. These 
are questions which have been determined by every civilized nation that has 
adopted a gold currency. No doubt it is a difficult and important, problem, 
but it cannot be insoluble, and it ought to be solved. If the enquiries which 
have been made, and the data which are available be not sufficient, then let 
another Commission be appointed, so that the matter could be brought to an 
issue one way or the other ; and that all the facts and considerations could be 

brought up to date. , , . , . , . , , i. . . 

If the Government could now make up ita mind that the introduction ot 
a gold currency is among the real needs of the country and ought to bo 
practically taken up, then I recommend immediately the appointment of a 
commission to investigate once more and, as I should hope, linally the ques¬ 
tion of the relative valuation of gold and silver. 





XXII-A. 

1?'eom GrEoucra Dickson, Esq., Secy, and Treasurer, Bank op Bengal, to 

the Hobble Sir Richard Temple,—dated 10th August 1868, 

Again apologizing for the delay which has unavoidably taken place in 
replying to your favour of 2nd July, I now take tap the several points 
adverted to therein, viz,,— 

1. To get sovereigns into the country in large quantities frj raking the 
rale from Rs. 10 to Ms. 10-4, or even higher.— As the proposed measure offers 
a direct advantage to the importer, it is decidedly preferable to the indirect 
method of attaining the same object by the imposition of additional restnc- 
tions on the im portation of silver. But as it is contemplated to in trod ado 
the measure as a tentative and experimental one only, without declaring 
sovereigns legal tender, I am of opinion that its success will, in consequence, 
be slower ind more doubtful. So long m sovereigns command, as they do 
at present, a higher price than that which it is proposed to fix, it is quite, 
certain that they will not find their way into the Government treasuries; but 
the present state of things is, I think, entirely exceptional, and ^ the market 
will ere long return to its normal condition. The subject must be discussed, 
therefore, not in relation to the existing state of matters, but with reference to 
the experience of a series of years. At the same time I do not think that xt 
would be safe to be gxxided altogether by the price of gold during the few 
years ending in 1864, when it was imported in increasing quantities to meet 
the adverse balance of trade caused by high-priced cotton exports to England . 

The latest quotation for sovereigns in this market is Rs. 10-11-6, which 
gives the value of an ounce of silver laid down in Calcutta, at 4s. 11 $*&?., 
but the average price for the first six months of 1868 is Rs. 10-10-2 only, 
indicating the price of bar silver at 5*. 0£*324<J. For 1867, the average price 
of the sovereign is Rs. 10-7*6, and of gold, 24 carats fine, Rs, 16-7-7. Taking 
the mean average of the last 3£ years ended in June, the priee of the sover¬ 
eign in Calcutta is Rs, 10»2-S, and of bar gold of 24 carats fine Rs. 16-6-0, 
indicating the value of an ounce of silver at nearly 5$, M. 

So long as silver makes a better remittance to India than gold from 
Australia, the certainty is that India will not receive any considerable 
quantity of the latter metal, 

in his despatch of 20th September 1864, the Secretary of State says:— 

*• On referring to the prices of silver in the markets of Europe, the intrinsic! value of the 
sovereign in rupees would seem to be about Rs. 10*8-0, and about Rs. 10-12-0 at the price 
which prevailed some time before 1850.” 

His Excellency Sir William Mansfield, in his Minute of 8tb March 
1864, writes;— 

a Thus the British Indian gold mohar being, by Act of 1835, held to be equal to Re. 15 
elves ft value of 5i-. 2}d. to the ounce of silver plus 0\d-, wbiob may be considered the 
difference of Mint charge between gold and silver. That being so, if the value of the sover¬ 
eign be calculated on a similar basis, its worth must be taken at Rs. 10-4-4, its intrinsic value 
at Rs. 10-6-1, the difference between tbe two sums being that which would ^ represent the 
Mint charges if tbe sovereign were coined in India instead of being imported." 

Taking', then, these several estimated values, we arrive at the mean average 
relative value of Re. 10-4-1. 

I would, however, desire to guard myself, by stating that so long as 
gold is not legal tender iu India, it must of necessity be subject to the 
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same fluctuations in value as ail ordinary mercantile commodities are, under 
the universal law o$ supply and demand. 

Is it reasonable, then, to assume that it will pay the importer to part 
with bis gold at the proposed fixed rating of Rs, IU-4-0? 

By withholding the declaration of legal tender, and owing to a not 
improbable apprehension that, on the slightest fall iu the value of the metal. 
Government may be induced to rescind the resolution of rating at Rs. 10-4-0, 
the importation of gold will not he so free and certain, except under very 
exceptional circumstances similar to those which occurred during high prices 
of cotton, when gold was imported in place of general merchandise, the 
demand for which was at that time unequal to maintain the balance of trade. 

The action taken by Government in 1852 of prohibiting the receipt of 
gold mohurs into the treasuries in payment of public dues, has left an un¬ 
favourable impression on the public, and they will hardly be disposed to place 
greater confidence in similar measures now ; and so long as the balance of 
trade between this country and England can be adjusted with more certainty 
by the bills of the Secretary of State, Government securities, and bills of 
exchange, the importer will not subject himself to the risk of loss arising out 
of the possible action of Government. 

To this it may be answered that Government will not alter the proposed 
rating without giving a few months’ public notice in the Gazette. Such a 
modification would doubtless tend to mitigate the evils inherent in the pro¬ 
posed measure, and I do not think that Government could run much risk of 
loss in the event of large importations and payments being made into the 
public treasuries, should the price of gold fall below the proposed rating of 
Its. 10-4-0. Inconvenience to Government can be averted to a great extent, 
first, by availing of the clause in the Currency Act which admits of the reserve 
in coin being held in the proportion of ona-fourth of gold to three-fourths of 
silver; and (secondly) by remittances to England in communication with the 
Secretary of State, should the gold receipts inconveniently increase. 

In September IK65, the Government of India transmitted to England* 
£160,000 in Sovereigns, which, after deducting freight and insurance, yielded 
at the rate of Is. 111'06d. per rupee against 1*, llfrf., the then average sell¬ 
ing rate of the Secretary of State on the general Treasury. Butin 1866, 
when the bills of the Secretary of Stale were unsaleable at hi. 10 d. on Cal¬ 
cutta, and at 1$. I0|df. on Bombay, the Government of India remitted in 
sovereigns and gold bullion Rs. 22,38,730, which, with freight and insurance 
added, brought the amount nominally to Re., 22,92,962, the outturn of which 
yielded £221,634-2-8, equal to an exchange per rupee of 1«. 11*20//. In like 
manner, and including freight and insrranee, Rs, 51,37,569-j 5-1 iu silver 
bars were sent to England in the same year, and the outturn was equal to 
Is. 1(HM 

Although I Would prefer the sovereign being made legal tender at the 
proposed rating of Rs. 10-4-0, along with the concurrent circulation of an 
Indian coin of 120 grains as the equivalent of Rs. 10, 1 am of opinion that the 
proposed rating at Rs. 10-4-0, without making the sovereign legal tender, 
would be a safe measure on the whole, and a great improvement on the exist¬ 
ing state of matters 

II. To obtain permission from the Secretary of State to coin JO rupee, 
gold pieces at or above Vie standard of I&So.— I-have gone over the Gazette 
containing the several notifications connected with the coinage of gold, and I 
cannot discover that the Act XVII of 1835 (see Gazette of 1,8th August 
1835 , page 692) which permits the coinage of (1) a gold mohur of Rs.- 15, 



weight 180 grains troy, 11-12 parts-fine j(?) a five-rupee piece equal to a third 
of a mohur; (8) a ten*rupee piece equal to two-thirds of a mohur; (4) a 
thirty-rupee pie e or double gold mohur of the same standard—-lias been 

repealed. 

In 1841, officers in charge of treasuries were authorised to receive gold 
coins issued in conformity with Act X VII of 1835 until they stall have 
passed the limits of lightness allowed for wear. But on 22ud December 
1852, it was notified that after 1st January 186*3 no gold coins shall be 
received on account, of payments due, or to be made to Government at any 
public treasury within the territories of the East India Company. It there¬ 
fore appears to me that the sanction of the Secretary of State is not indis¬ 
pensably necessary, unless it is proposed to alter the existing value, which, 
I submit, it is not expedient to do. 

Ill. When we (jet the sovereigns from abroad, to send them to the Mini 
for re- coinage in lO-ruoee gold pieces, to get for coinage ns above oar gold 
and various sorts of gold bullion .—The coinage of an Indian gold sovereign, 
which will be an exact multiple of the rupee, is highly desirable, even shornd 
English sovereigns be rated and received as Rs. 1(M» As the value of all 
commodities, transactions, obligations, and contracts will continue to be 
expressed in rupees even should gold become the standard, the facility of 
conversion from one denomination to another is of the first - importance, ami 
gold pieces, representing the value of Es. 10 will be readily preferred to the 
sovereign valued at Rs. 104, 

IF. When we shall have succeeded in getting sufficient quantifies of 
10-rupee gold pieces and sovereigns into circulation, to go up to the Secretary 
of State with a-really strong case for legal tender , the 10-rupee gold pieces at 
par and the sovereign at Its. 10-4 , or whatever rule may be fixed.—In treating 
of the first question, I have pointed out the probable difficulty of both 
obtaining an abundant supply of gold, and putting gold coins into circulation 
to. any great extent, bo long as uncertain or optional value attaches to that 
metal under the proposed.fluctuating rating. In other respects, I most fully 
concur in the expediency of the measure proposed for adoption. 

f. To see whether the 10-rupee gold piece will not drive out the sovereign 
and acquire such a .position as to be made not only legal tender, but the sole 
standard, reducing silver to a token status.'”— It is very probable that the 10- 
rupee gold piece will be much more popular and .more generally used in the 
daily‘transactions of business than the sovereign, and the course indicated, of 
declaring it legal tender, on a certain contingency happening, will, X venture 
to think, be hailed by the public generally as a great boon. 

Having briefly adverted to the several points raised in your letter, I 
would respectfully submit— 

(!) That it is safer for Gofernment to value the sovereign at Rs. 10-4 
than at a higher rating since it is not to be declared legal tender at once. 
Besides, a higher rating than Rs. 10-4 would render necessary a re-ad justment 
of the Indian gold piece of 120 grains, inasmuch as it would be worth more 
than Its. 10. 

(2) That the high prices at which sovereigns and bar gold have been 
‘selling for some time past are referable not to an actual rise in the value of 
gold relative to silver, but to an exceptiooably low rate of exchange which 
practically shuts, out gold from our market. Sovereigns have been sought 
eagerly by persons returning to England, or by those who intend to travel on 
the continent, and who prefer to pay a smart premium on sovereigns to a 
heavier loss in exchange on bills on London or on circular notea, . 
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So soon as tlie rate of exchange returns to its normal condition (see 
accompanying table with rates of exchange since 1838), I think it probable 
that advantage will be taken of the facilities proposed to be offered to the 
importer of gold, and that it will find its way in considerable Quantities under 
the rating of Rs. 10-4. 

. lastly, I am of opinion that the present is a favourable opportunity for 
firing the value of the sovereign relative to the rupee at Rs. 10-4, as it could 
not be said that it would injuriously affect either public or private creditors, 
and because it would have the effect of checking the depreciation in the value 
of gold beyond the point assigned by notification, when a reaction does take 
place. 

Generally, the measure proposed is eminently safe as a tentative and 
experimental one, and if successful, is calculated to lead to the inauguration 
of a larger and more important change in our currency. Should it on the 
other hand, contrary to expectation, prove to be a source of inconvenience, 
through a redundant supply of gold, thereby indicating a considerable fall in 
its value relative to silver, the probable loss arising on the remittance of the 
gold to England with a view to meet home disbursements is not likely to be 
of great moment when measured against the average rate obtained fay the 
Secretary of State for bills on the Indian treasuries. 

Along with this you will receive the following enclosures,'•«?»$.— 

L Table* showing the actual market price of gold bullion and sovereigns 
in Calcutta, in continuation of former returns between January 1863 and 
June 1868. 

J.I, Table* of average rates of exchange between Calcutta and London 
in the several months of each year from January 18.38 to 31st December 
3866, with rates of interest charged by the Bank of England and the Bank 
of Bengal. 

III. Minutes* of evidence given before the Select Committee appointed 
to enquire into the cause of the high price of bullion, 20th March 1810, by 
the King's Assay Master of the Mint and by Dr. Kelly, setting forth tho 
relative value between gold and silver in England and foreign countries, 
according to actual assays. 

If in any way I can be of further service, you will find me ready at any 
time to do all I can. Meantime, believe me, etc. 


* Appendices (YY, ZZ, AAA, and BBB). 





XXII-B. 


Minute bt George Dickson, Esq., Secretary and Treasurer, Bank of 
Bengal, on a (told Currency for India, —dated 15th January 18721. 

The question submitted for consideration is whether it is expedient or 
inexpedient for the Finance Minister of the Government of India to move fur¬ 
ther in the attempt of having a gold currency in this Empire- 

Since the subject was considered by the Committee in India presided over 
by Lord Sandhurst, it has undergone considerable discussion both here and in 
England. 

The result, so fat* as I have read and ascertained, goes to deepen the con¬ 
viction 1 have been privileged to express to you in former minutes, that the 
conclusions arrived at by the Committee which sat in India are eminently 
sound and unassailable. 

Such being the convictions I hold, I reply to your enquiry (!) by saying 
that, in my judgment, the present is a favourable and opportune time for tak¬ 
ing another forward step towards the accomplishment of what every one 
apparently so much desires. 

The chief difficulty is of course the inadequate supply of gold at present 
in the Indian markets, former supplies having either been absorbed for other 
purposes than those of currency, or exported to foreign countries. It may be 
received as a sound axiom that no Government could seriously entertain the 
idea of changing its standard, or introducing an alternative measure of value, 
without a sufficient supply of the precious metals to fairly initiate the object in 
view. 

'This being so, the question naturally arises — u when is India likely to 
have such a supply of gold at command as may enable the Government of 
India to change the standard of value, so as to cause the least disturbance 
in her internal and foreign relations?” 

As India is neither a gold nor a silver producing country, the same causes 
which have operated in securing for her a continuous supply of silver will, in 
like manner, continue to draw gold to her markets, provided it finds a ready- 
sale at a determined minimum value,—a point more fully adverted to herein¬ 
after. As a rule, India biig a large balance of trade in her favour, arising out 
of her commercial relations with other countries. Although the adjustment 
of this balance is, in part, effected by the Secretary of State’s drawings on the 
Indian treasuries for ^ home disbursements, and by divers causes more fully 
adverted to in other minutes, yet, in the long run, a considerable sum must’lie 
discharged either in gold or in silver. Further, the business operations of the 
Exchange Banks, at a time when exchange rules high, will have a very 
material effect in-adding to our supplies of g'>ld. Silver being legal tender 
in India at a value below which it cannot fall, the bulk of remittances in pay¬ 
ment of her surplus claims is, for the most part, made in that metal. It is 
clear, therefore, that the causes which influence the movement of specie from 
one country to another affect gold aipl silver alike. Without an act of Gov¬ 
ernment declaring gold legal fender, it follows that some inducement must 
be held out to importers to insure them against loss resulting from a sudden 
fall in the price of gold in the markets of India. For, besides drawing her 
supplies from England, India may safely look to another source for aluller 
supply. To balance her trade with Australia, England has a large amount to 



160 


be paid to her in gold,, and this gold, instead of being sent direct to England, 
can often be more cheaply and profitably laid down in India for the purchase 
of claims on England,, During several years past owing to a very limited im¬ 
port, and to a continaona adverse state of exchange, Australian and English 
sovereigns have commended a much higher value than that assigned to them 
under the Government 'Notification, viz., Ill0-4. 

But, in the present upward tendency of exchange, owing to the unceasing 
development of the export trade, it is safe to assume that a very considerable 
influx, of gold coin and bullion may again be looked for, and, if so, prices will 
fall to the level of the Government, rating. , 

There is, however, ground for believing that the too restrictive nature of 
the notification, authorizing the receipt of gold into the treasuries (t only in 
payment of Government dues, and until further notice given at the option of 
Government/'’ tends unduly to check that free importation of gold which 
might reasonably be calculated on under the influence of a high rate of 
exchange. * 

During the continuance of the Franoo-Prassiap war, whet) heavy amounts 
of foreign capital, were locked up in London, and the Bank’s rate fell to 2; 
per cent., exchange ruled, unusually low, as India knows too well to her cost, 
and though it msy not soon again fall to that extreme low point, there is not 
much reason to suppose that it will touch the extreme high point it reached 
some years ago. 

Having regard, further, to the important changes which the money 
markets in India have undergone, by the nearer assimilation of the value of 
money in India and England than formerly characterised the respective 
markets, and keeping in view the fact that gold has found a new channel of 
outlet through the change of currency from silver to gold by the German 
Empire, it is for the Government of India to consider whether some decided 
action is not needed to pave the way for the introduction of a gold currency, 
beyond the eminently sale aud tentative measures already tried without much 
effect. 

Towards that end I respectfully submit that Government may, with 
safety, adopt the following resolutions, viz : — 

I. —To authorize the receipt of English and Australian sovereigns 

into all the Government Treasuries of India without re¬ 
striction, and whether tendered in payment of Government 
due? or in exchange for silver. 

II. —In conformity with the provisions of the Currency Act, to 

authorize the issue of uurreucy notes in exchange for gold 
bullion, tendered at the Mint for coinage into Indian sove¬ 
reigns, at the rate of itlO for 120 grains of gold of standard 
fineness, less seignorage. 

Both these measures are, I think, competent to, and rest for adoption by, 
the Government of India alone. 

Should these measures be successful, and a sufficient supply of sovereigns 
and gold be accumulated, with a corresponding reserve of the Indian gold coin, 
they both, i,e., English and Australian sovereigns and Indian sovereigns, 
may, afteV communication with the Secretary of State, he declared legal tender 
at the respective ratings of R10-4 and BIO. Silver, as the alternative 
measure of value, must have a concurrent circulation for a time; but its 


demonetization would be accomplished by a gradual anti sure process (see 
section 18 of my letter of 80tsh May 1868 ). I have no doubt public writers 
aud critics who profess to have a complete knowledge of Indian Nuance, and 
the requirements of India generally, will find all manner of fault with such 
‘‘half and half measures and as being wanting in boldness/ and will not fail 

to denounce them as being purely “ imagi- 
* Discussions by the Indian h * and u a8u bstantial” 
association in London. J 

* 

I am in your recollection when I recall the proposals made by some au¬ 
thorities in 1868 for meeting the difficulty in the way of introducing into 
India a gold currency, by raising the intrinsic value oi : the rupee. I ventured 
to point out in ray minute of 9th May of that year, that such a measure, if 
adopted, would in effect raise all public salaries, increase the amouut of the 
public debt, and render necessary the alteration of the value of Government 
currency notes. I revert to the proposal so made because, towards the end 
of .the same year, the Royal Commission appointed to report on an interna¬ 
tional "coinage, point out, in very striking language, the evils likely to result 
from a proposal made to tamper with the value of the British sovereign so 
as to make it identical with the French coin of 25 francs. The proposal 
roused such a very strong feeling in monetary circles in the city, that ulti¬ 
mately it had to be withdrawn. 

I wish to demonstrate, as clearly as possible, that, while the proposals 
which, with much deference, I submit for your consideration, are progressive, 
and calculated to effect the object in view, they are, at the same time, perfectly 
practical and safe, and, so far as Government is concerned, no harm is likely 
to arise, even should they result in complete failure. 

The Secretary of State, as you well know, has to draw annually from the 
Indian treasuries a very large amount. Last year, if 1 mistake not, the 
selling *rate of his monthly drawings was so low as to entail a loss of £600,000 
on the revenues of India. If, owing to an absence of demand, combined with 
what I venture to call a very defective and injurious system, exchange should 
fall to hi. 101 d. or Is. he must either continue to offer his bills in the 

London market or,call for a specie remittance from this side, which could be 
made only in the form of silver coin or bullion. I need not enter into the 
results of such remittances and the prices realized ; but I may state generally 
that, making every allowance for reduced freight and insurance as compared 
witli previous years, the experience we have had in the past, with one exceptional 
case, shows that the loss is very nearly per cent., or not better than a sale 
of the Secretary of State's bills at the rate of Is. l0|,/. per rupee. I think, 
these facts being admitted, it follows that, under the existing order of things, 
the Secretary of State has no means of counteracting the downward tendency 
of exchange to a point so low as even Is. ld|&| nor can you materially aid 
him from this side so long as things remain as at present. 

Such, however, could not possibly be tbe case, were the Indian treasuries 
under the adoption of the measures proposed (and I may here observe —take 
all in, but give out none) in possession of either English or Australian sove¬ 
reigns rated at ft 10*4- per pound sterling, or of bar gold purchased at the 

rates I have indicated. - 

I submit, in corroboration of my argument, the following illustration. 
With the gold in possession, the Government of In<^a Could remit to the 
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Secretary of State on the following conditions, taking the sum of £100 by 
way of example, viz. : 

& a . p. 

Value of 100 sovereigns at B10-4 each . . . . 1,025 0 0 

Freight and Insurance 10s. and 4s. Id. per cent., respectively 5 6 8 

Add sundry charges, packing, »to. . . , . 084 

1,030 10 0 

Equivalent of a Bill on India for £100 at Is. lift?, per 
rupee . . , , . ' . . 1,032 0 0 

Difference . 1 10 0 

In other words, gokl could be exported from India and laid down in 
London at a cost of B8-1 per cent, (taking the rating of foreign sovereigns 
at B10-4), or at a difference of 4 per cent, in favour of the Government of 
India, as compared with the selling rate oPHhe Secretary of State’s bills, as 
we have seen it, at Is. lOidl. 

Without entering more fully into this part of the subject, it may safely 
be taken for granted 

I.—That the introduction of a gokl currency into India will in every 
respect, especially as regards portability, be more convenient 
and advantageous than the existing silver currency. 

II.—That, by the removal of certain existing restrictions, a supply 
of gold, sufficient to-make the attempt to initiate the change, 
may reasonably be reckoned on in the present state of the 
money market,” 

III.—-That the proposed gold coin for India, containing 120 grains 
of standard fineness, will not only be as near as possible to 
its intrinsic market value relative to silver, but any supposed 
injustice to the public creditor and any confusion in the 
mode of keeping accounts will be avoided. All value, as at 
present, will be expressed in rupees ; all commodities bar¬ 
gained for in rupees; the public accounts kept in rupees, and 
the currency notes left as they are ; only payments will be 
made in the new coin. 

IV.—That, by declaring the English and Australian sovereign as 
legal tender at B10-4 along within the Indian one of B10, a 
large amount of ready-made coin will always be available for 
immediate circulation, at a great saving to India. 

With regard to this last point, I may mention that an able writer 
Mr, F. Hendricks, in an excellent paper on the Indian gold coinage, recently 
read before the Society of Arts in London, takes a great deal of trouble to 
prove that the proposed rating is not scientifically accurate, or, as he states it, 
is “ unreal, imaginary, and infected with error.” 

This point was not lost sight of by our local committee; for although the 
English and Australian sovereigns have been rated at B10-4 with a view 
to avoid a more complex decimal proportion, they are in reality intrinsically 
worth a little more, relatively to the ten-rupee gold coin of India. 

The matter was before the Committee in this shape, vie., that if a coin 
containing 120 grains of gold of standard fineness be worth B10, a .coin 
containing l28'274^of the same fineness ought, by the rule of proportion, to be 




worth 810-4-4*383; but, to avoid complex calculations, and because it' would 
be more desirable to leave the functions of the currency to the Indian coin 
alone, should the small difference in the exact rating 1 of the foreign sovereign 
ultimately drive it out of the circulation of India, the Committee did not 
deem it necessary to observe strict scientific rating. I may also add that the 
very, slight undervaluing of the English sovereign will not interfere with its 
importation, as the difference is more than counterbalanced by the seignorage 
to which gold bullion is subjected under our mint regulations, while the 
mintage in England is free. 

The objections of these gentlemen were directed against the proposed 
coinage for India, in the hope that India might be induced to fall in with the 
proposed scheme of an international coinage; for, says Mr. Hendricks—' 

“Fortunately for the prospects of an international coinage for India it may be 
considered, in conjunction with the proposal of Mr. Lowe, to reduce the British sovereign 
to the extent of 0’8^843 per cent., in order to make it identical with 25 francs of gold.” 

It would he a mere waste of time to enter on such a mare magnum as the 
advantages or disadvantages of an international coinage. No doubt, if all the 
nations of the globe were in a position to commence life anew, they would 
be at liberty, and might arrange, to mould their currency in such a fashion as 
to establish a uniform standard of value, 

It will, however, be more profitable to deal with facts as we find them 
and turn them to the benefit'of India if we can. I have already adverted to 
the fact of Mr. Lowe's proposal having been abandoned; and I shall now point 
out that the question of an European international coinage, instead of being 
nearer solution, has been practically removed further away by the recent action 
of Germany. 

As illustrative of the latent danger to India in relying op help from 
extraneous sources, I quote the points for discussion submitted to the Royal 
Commission on International Coinage and signed by Lord Halifax, 


Suggestions of points for discussion by the Royal Commissioners on Inter * 

national Coinage . 

“ In order to establish either— 

“ I.—A common international coinage, or, if that should be 
impossible,— 

“II,— That, at any rate, one or more coins of universally recognized 
fineness and weight, should be struck in different countries, 
forming part of the currency of each country, and being a 
legal tender and common standard measure of value, in such 
countries, 

“ It must be determined— 

“ 1, Of what metal such coin should be made. 

ft 2. What proportion of alloy it should contain, 

<r 3. What weight and dimensions should be assigned to any such 
coin or coins. 

u 4. What security could be afforded that the actual value of the coin 
struck in each country should always correspond with their 
denominational value. 

“ 5, What deficiency in weight should exclude a coin from oircula- 
tion. 
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Wbat authority it is necessary to establish in each country for 
withdrawing' light coins from circulation. 

Whether any limit should be imposed on the amount of such 
coins to be struck in each country. 

W bethel* it would be necessary that in each country some one 
coin should be struck identic {sic) in fineness, weight, and 
dimensions, and, if so, what coin would be the best common 
coin to adopt for the principal nations of Europe and 
America, regard being had to the coins already existing in 
• the different countries. 

Whether any and what mintage or charge for the manufacture 
of the coin should be taken. 

{C 10. Whether any and wbat regulations as to the subsidiary coins 
in each country are necessary. 

“If the above questions can be answered satisfactorily, it will remain to 
consider with veferenoe to this country— 

u 1. What change would he necessary in onr existing coins. 

What effect such change would have— 

On the public revenue : 

On existing contracts and engagements-, public and 
private: 

On Current commercial transactions : 

On the ordinary operations of trade and interchange of 
commodities s 

On the general convenience of the public. 

In what time a change of the existing standard coin could be 
effected. * 

“4. The cost of such change if no mintage is charged. 

“ 5. What provisions should be made as to the existing coins during 
the change, 

“ Finally, whether the advantage of a common international' coin over¬ 
balances the inconvenience of the change/' 

HALIFAX. 

It is enough, for my present purpose, to state that the conclusions of the 
Royal Commission are dead against the proposal to reduce the value of the 
pound sterling to 25-franes, on the ground, mainly that it would disturb all 
.existing obligations, and eause many and serious difficulties detailed in their 
report, and shadowed forth in the note bearing the signature of Lord Halifax. 

That the course followed by Germany in having a coin suited to her own 
wants, usages, and necessities is the safest and most practical course. I will 
endeavour to prove in as few words as possible. Germany, under a silver 
standard of value now in process of being changed, has the three following 
principal coins in circulation, viz, s— 

Th e Prussian Thaler . . . , valued @ 2*. lid. in sterling. 

The Gulden 2s. 

The NaaRau Gulden . » . • „ Iff. 8d, 

The new gold coins proposed and being strpek now, are— 

20-Mark piece qjold) .... value 19*. 7d. in sterling 

and equal to Of Thalers. 

1-Mark piece (silver) ; . . va luo Uf<j. 

and equal to -£ Thaler. 

It does not strike one, at first sight, why the ratio of the 20-mavk piece 
to the Thaler had not, under the new arrangement, been made less complex \ 
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biifc as I am not in possession of 1 the reasons which induced the adoption of 
this particular proportion, it is probably tho best that existing circumstances 
could admit of, and carried out with the view of changing at an early period 
the unit of value from Thaler to Mark. 

The German Government hdve thus acted without reference to the rela¬ 
tive weight of the sovereign, 25 franc piece, or any other foreign coin what- 
ever. " p, - 

I give the illustration as being the latest, and one that falls under our 
own observation. 

But suppose you were to listen to the theories of those philosophers, who 
so strongly insist on the adoption of an international scheme as the only one 
suited to India, I have had the following calculations worked out, aud here is' 
the result. Suppose (the 25-francs scheme being abandoned) India were to 
assimilate her gold coin of 120 grains to the English sovereign of 123*274, 
which has been valued, as already explained, at £10-4, and suppose we go 
further and adopt another of the current theories, vis., a decimal system of- 
coinage, the existing rupee of 180 grains would require to be increased m 
weight to 184*5 grains, so that it may represent the one-tenth part of the 
sovereign, and, in order to complete the whole process, the copper token, which 
now denotes one-sixty-fourth part of the rupee, would, have to be so altered as 
to represent one-hundredth of the new rupee. Nothing apparently is more 
simple than to have in this way both an international coinage and the decimal 
system ;’£or have we not thereby a gold coin corresponding in every 'respect 
to the English sovereign and a silver rupee representing the one-tenth part of 
the sovereign, aud the copper token the one-hundredth part of the rupee ? 

But, as a matter for practical working (apart from all other objections), 
let us take the two following examples: 

I.—A maund of gram, under the existing currency, sells at H2-2, how 
much will the buyer have to pay with the proposed new rupee? 

II.—"5tou have to pay a balance of wages to your servant of B7-9-6, 
what, sum measured in the new rupee is he entitled to? 

They may serve as arithmetical puzzles for the amusement of . an expert 
accountant; and, even, in time, probably, the public might find out that, ae 
the value of the rupee has been increased by one-fortieth part, so has its pur¬ 
chasing power increased in proportion : and that, to pay for the gram in the 
new coin, one must deduct a one-forty-firsfc part of 2 new rupees and a one- 
forty-first part of 1.2*5 cents, the latter being equal to the two annas. I write 
all this with a full knowledge of my second letter of 5th May 1868, wherein 
I advert to the process of converting the Sicca into the Company's rupee, 
to which I would respectfully refer you. I would only venture to repeat that, 
as I stated in my first letter of 9th May 1868, " any alteration in the standard 
of Value, I do not mean from one measure of value to another, e.g„ from silver 
to gold or gold to silver, but a lowering or raising its established value in 
relation to other commodities, is calculated to throw everything into confu¬ 
sion. I think the experiment would, be a dangerous one; and I have a,strong 
feeling about leaving alone the present measure of value, vis., the rupee. 
There is no necessity for disturbing it, and any attempt to tamper with it 
would, in my judgment, be very hazardous. On every consideration it 
appears more desirable to rate the English and Australian sovereigns at 
B10-4, and to coin new sovereigns or gold pieces for India containing 120 
grams, which will beau exact multiple of our present rupee. Thus you will 
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leave your present measure of value untouched, you will admit the English 
sovereign of i^S‘274 pari passu with the Indian one of 120 grains, yon have, 
besides,’ your Mohur of 180 grains, your half sovereign, and your half rupees.” 

I would not venture to re-call to your mind these sentences, were it not 
that I know you have a strong desire to give India the benefit of a gold 
currency, and because I believe that, if successfully carried out, a great ques¬ 
tion will have been finally settled daring your administration of the finances* 
At any rate, ray very humble views as to the real practical mod© of dealing 
with such an important question have received a strong confirmation (1) by 
the rejection, by the first authorities alive, of the proposal ior altering the 
value of the English sovereign, and {%) by the adoption by Germany of a gold 
coin of her own, unlike that of her neighbours. 

One other aspect of this important matter I venture to submit for your 
consideration. It is an admitted fact that, in the mutual intercourse between 
two countries, the one having a gold and the other a silver currency, more 
frequent and wider oscillations in the rate of exchange do occur than between 
countries where the currency is alike m both. Take the case of England, 
with a gold currency, having a claim upon India where silver only is current. 
India must either pay in silver, which has no determined value in England, 
except as an article of merchandise liable to the fluctuations of the English 

market, or India must pay her debt in gold, of which she has but a scanty 

supply, and for which, therefore, she will most likely have to pay a high 
premium. The same considerations will apply in the reverse case. Either 
way the rate of exchange will be governed with a due regard to the cost of 
remittance, and the probable loss on specie shipments. Looking to the present 
magnitude of England’s special claims against India, and the prospective 
increase thereto by reason of large additional loans being needed for railway 
extension and irrigation purposes, the interest on which will fall to be added 
to the already overgrown amount of the Secretary of State's yearly drawings 
on the Indian treasuries, I have no hesitation in saying that, under the opera¬ 
tion of the proposal submitted for adoption, India will, at least, possess a 
powerful corrective of the rate of exchange ruling in the London market, 
even should the Secretary of State withhold his sanction to making gold legal 

tender in India. . - 

I might enlarge on the importance of the question from this point of 
view to the finances of India, but I will not weary you. It is clear to me 
(hat the equilibrium between the revenue and expenditure of India is closely 
bound up in the rate of exchange between England and Lidia. It is a fallacy 
to suppose that by raising a loan in England at a fixed rate, say 5 per cent., 
India pays an annuity on the amount at that rate only and no more. So long 
as the interest is payable In sterling in London, and the Secretary of State 1ms 
to sell his hills payable in rupees, which ho can seldom do without loss, the 
rate of interest, so far as the revenues of India are concerned, ib much over 
5 ner cent. If the present system-is to be continued during th'e progress of 
the works and until they become productive, the revenues must bear not only 
the loss of interest, but also the loss in exchange, hitherto expressed at Is. 
] Orf. per rupee in contracts between Railway Companies and the Secretary ot 

Stat In conclusion, I presume to say that it is a sound maxim for the states¬ 
man, as well as the man of business, not to embark in any scheme from which 
a creditable mode of escape does not exist, in the evenV- of a complete or 
partial failure. Shonld.t.he Secretary of State, while the experiment is being 


made for encouraging the importation of gold into India, decline to sanction 
its being declared legal tender, then yon can request him to hold his hand for 
a time, send .Into a remittance in gold which I have shown to be worth 1* 
ll£d. per rupee at the mint of England. 

On the other hand, should your action be successful, and should you there¬ 
by obtain a sufficiency of gold to initiate the proposed change, with the 
full sanction of the Secretary of State, then any danger which may possibly 
arise from an excessive accumulation of gold in the Currency Department, and 
the Government Treasuries, will at once be removed. 

My remarks on the contemplated issue of a 5-rupee legal tender note 1 
reserve in the meantime. 





XXIX-O. 

Second Minute on the Indian Gold Currency by George Dickson, 
Esq., Secretary and Treasurer, Bank of Bengal,—dated 7th 
February 1873. 

Siaee I wrote the minute of 15th January, the Financial Secretary has 
been good enough to place in my hands the official minutes of the Council of 
India, bearing 1 date the 30th January 1869. Mr. Chapman has, at the same 
time, asked me to consider carefully the objections raised by the Honourable 
John Strachey as to the soundness of the conclusions arrived at by the majority* 
of the Council. 

If I now attempt to do so in a spirit of fairness, I hope it will be clearly 
understood that I venture to give expression to opinions in aid of those who 
are much more competent to deal with the subject than I am, solely with a 
view to the solution of a very difficult and important subject. I must how¬ 
ever, confess that I have been much, impressed with the force and ability dis¬ 
played in Mr. Strachey’s paper. Though bis reasoning has failed to produce 
conviction in my mind, that the measures adopted by the majority of the 
Council were in the least ill-advised, I agree, with liim, in principle, when 
he says that it would be extreme infatuation for Government to adopt anv 
measure which deliberately aims at the contraction of that portion of the cir¬ 
culating medium which is most required tor the purposes ot the commerce of 
the country. Being fully convinced, however, of the soundness of the views 
expressed on the other side by His Excellency Lord Sandhurst and yourself, 

I shall., with much deference, endeavour to prove that fundamental errors 
underlie the whole of Mr. Sfcrachey's argument. It may, perhaps, be more 
convenient to state, in this place, that I concur in the opinions expressed by 
Lord Sandhurst and Mr. Strachey regarding the proposals of the Mint 
Masters. 

Without referring at any great length to the various reasons adduced by 
Mr. Strachey in support of his objection to* the rating of the English and 
Australian sovereign at ti l 0«4, I take up the main arguments only to which 
in fact, all the others are reducible— 

I —-That the ratiug will not attract sovereigns to the treasuries be¬ 
cause ftl0-4 is below the average market price. 

That if, notwithstanding this low^ rating, sovereigns do come into 
the treasuries in large amounts, they will not pass into circula¬ 
tion with silver coins, because the relative values of <rold and 
silver, as fixed by the Indian Act of 1835, and to which 
valuation the N otification of 38th October 1868 closely adheres, 
differ, in their respective proportions, from the relative values 
of the same metals which have prevailed in the markets of 
Europe. 

At firs.t sight, the experience of the few years which we have had since 
Mr. Strachey’s minute was penned, would seem to confirm the conclusion at 
which he has arrived, viz., that the sovereign has a higher value in the Indian 
market than K10-4 ; for it is perfectly true that the average market price has 
been fflO-8. But, bearing in mind the fact that gold has no legal currency 
in this country, I affirm that the market price is no sound or true criterion of 



its ultimate value. In -discussing this important point, we must go back to 
first principles. Much of the confusion that envelopes the question , and has 
led many authorities into error, is, I think, clearly traceable to a non-appreci¬ 
ation of the very point raised in Mr. Straehey’s paper. 

It is singular enough that although Mr. Straohey supports his own con¬ 
clusions upon the authority of Mr. Arbuthnot, yet the very passage quoted by 
him from the Minute of the latter, goes, likewise, to prove what I have here 
advanced. I quote Mr. Arbuthnot'“ Although the ultimate value of gold 
and silver must, as before observed, be derived from the value of the labour 
employed in their production, their immediate price is governed by the law of 
mppB and demand to au extent, and sometimes for a prolonged period of-tuna 
exceeding that which applies to other commodities ” 

' I might cite many authorities in support of the general soundness of 
Mr Arbuthnot's argument; but I will content myself by quoting the follow¬ 
ing from Tooke on Prices, page 13, Volume 1 ” All that can be said, there¬ 

fore in general terms, is that a deficiency of supply is commonly attended in 
the case of corn more than in that of most other articles with an advance in 
price very much beyond the degree of the deficiency. The process by which 
the rise beyond the proportion of defect takes place is the struggle of every 
one to get his share, of which there is not enough or so much as usual for all.” 
Again page 17, “ while the fact, indeed, and the reason of the fact, that, as 
relates to commodities generally, and to corn more especially, a deficiency of 
quantity produces a great relative advance in price, has been repeatedly noticed, 
and variously illustrated by several writers, the converse oi the proposition, 
v iz %i that an excess of quantity operates in depressing the prices of commodi¬ 
ties, generally, but of corn more especially,-in a ratio much beyond the degree 
of that excess, was little noticed until the rtport of 187 Id* ♦ 

Lastly, as hearing strictly ou my argument, I quote (page 204)—” Silver 
is as readily obtained and sent to this country (England), if. the exchange 
answers, as gold. There is always a market for silver in this country tor any 
quantity, and the utmost variation, in the market price is very trifling; but 
for this variation, trifling as it is, the merchant shipping it obtains - a corre¬ 
sponding abatement in the price." 

The soundness of the principle first adverted to supply and demand 
against the market price-—-being beyond dispute, it is abundantly clear that 
the present high market price of sovereigns is due to the supply being un¬ 
equal* to the demand during a period of exclusively low rates of exchange* 
Let, however, tlie supply be equal to the demand, and the market price of the 
sovereign will soon fall to its ultimate value. As illustrative oi the fact that 
the rate*of exchange is intimately bound up in the question,. I recall to your 
memory the fact that, in 1864, a high rate of exchange brought us an over- 
supply of gold, and the market price of the sovereign fell to ±MO ; and that 
a deficient supply in 1870 and .1871, with low exchanges, caused the price of 
the sovereign to touch RIO-12. These fluctuations in the market price, arising 
from extraneous causes, are, therefore, not a safe guide for determining 
the ultimate value of gold‘measured in silver. His Excellency Lord Sandhurst 
most forcibly shows that, by following the market price, the Government of 
India made the mistake, in 1864, of issuing a notification which soon became 

may perhaps be asked what are the causes which operate against the 
supply of gold being equal to the demand, seeing that the high prices recently 
obtained in the market are apparently remunerative ? I would reply that, as 


gold has no place in the currency, not being legal tender, any demands which 
may arise for it are beyond the reach of accurate calculation as to their range ; 
and the fear of a,n over-supply and consequent fall in the market price deters 
importers from operating largely. In short, unless the question can be solved 
on surer grounds, discussion will, I fear, land us in as great a maze as opposing 
views on the subject of free will or predestination are apt to do. 

I come now to the second and more important point already adverted to 
and put by Mr. Strachey, thus “The real question is, whether the rating of 
the value of gold and silver, under Act XVII. of 1835, is a proper rating to 
accept for a new Indian gold coinage which should have a reasonable prospect 
of remaining current.” I would follow the reasoning of Lord Sandhurst in 
reply, and, to my mind, it meets most effectually the points raised by 
Mr. Strachey. If I now attempt to put forward similar views in my own way, 
and from my own point of view, I may perhaps help to throwjaddiiional light 
on the subject, . 

When treating of the precious metals as articles of merchandize, it is 
necessary to bear in mind that their importation is not wholly determined by 
considerations of profit and loss. The importation of gold or silver is resorted 
to, chiefly, in discharge of obligations which one country owes to another, 
when Bills of Exchange are not available for the same purpose, or when the 
premium demanded on such bills is in excess of the charges on specie shipments. 
This being so, it follows that the same considerations which would lead the 
British merchant or banker, who has a debt to remit to India, to prefer specie 
to Bills of Exchange, would also induce him to give the preference to goid or 
silver just as the one or the other appears to him to be the cheaper remittance. 

Before applying this principle to actual facts, I notice that Mr. Strachey 
(§ 12), when discussing the relative value of gold and silver under Act XVII 
of 1885, quotes, with perfect aoouracy, the appendix to the Blue Blook issued 
by the Indian Commission of 1867, and he fairly points to the fact that the 
price of silver in London, in the early part of 1864, was 5s. 2fd„ and, a few 
months before the submission of the report in 1867, it stood at 5s, %$d. • he 
then adds— 

“ If these had been the prices which have commonly prevailed, the conclusion stated in 
the passage which I have quoted from the late despatch to the Secretary of State would have 
been fhlly justified ; but, unfortunately, these high prices of silver have been altogether 
exceptional.” 

He afterwards goes on to shew that the average price of silver had been only 
4s. ll-ffrf. for 25 years, and the average value of gold to silver 1 to 15*604, 
and, for a further period from 1844 to 1865, the average price of silver was 
5 «. 0fd„ and the value of gold to silver 1 to 15'358, but that since July 1866 
to the date of his minute the price had never gone above 5s, l d. This again 
is followed by a table of reference furnished by the Financial Department, 
shewing the relative proportions of gold and silver at various fluctuating rates. 

I must here admit that, if any error occurs in the tabular statements of 
the appendix to the Report of the Indian Committee, the blame chiefly rests 
with me, as I was at no little trouble to aid in their compilation from Parlia¬ 
mentary and Mint Returns, as well as other available sources, and, among 
others, from Mr. Tooke and the Bankers' Magazine. It comes, after all, to 
this, that the best sources of information vary in their results when averages 
are east. I have, however, at present the advantage of writing at a date 
considerably later than when Mr, Strachey wrote, and 1 quote from the 


appendix to the Blue Book of the Royal Commission- on Intel-national Coin 
age the annexed table :■— 

Statement a having the price of Silver in London in the yean 1856 to 1865. 
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.Average medium price 61*<7, 

I quote it at length to shew the danger of relying on averages as a sole 
guide j for it clearly appears that, in every year between 1856 and 1865, the 
price of silver per ounce standard in London exceeded 5s. If d. y and that the 
average medium price was actually 5 s. 1 \d., giving the relative value of gold 
and silver as 1 to 15*34. Mr. Strachey unquestionably shews, by taking the- 
quotation in London at 5s. 0£«i, that the actual relative value of gold and 
silver in Loudon is 1 to 15-52, while, under the Indian Act, it is only 1 to 15, 
and that, according to the actual ’’ate in London, RIO are equivalent 
to 106'7 6 grains of gold, whereas according to the Act they are equivalent to 
110 grains ; and finally that, according to the market rate, a sovereign is 
worth in London the quantity of silver contained in R10-10-1; but according 
to the Act it is worth SI 0-4-4. I respectfully submit, however, that the 
argument being unsouud in its inception, the superstructure raised on it 
crumbles to pieces, as I shall endeavour to shew hereafter. 

"What I have ventured to adduce against Mr. Strachey’s argument, and 
his calculations based on the prevailing price of silver at the date of his 
minute, is forcibly confirmed by Lord Sandhurst in pages 92 and 93 of his 
minute. 

Reverting, however, to the subject of the precious metals as articles of 
merchandize, I would desire to refer to facts occurring under our own eyes. 

The present dearness of money has caused a rise in exchange, and specie 
remittances have consequently become more profitable than bills. The latest 
quotation for bar silver in London being 5s, Id. per ounce, let us see what 
rate of exchange it gives when coined into rupees in India. 

Former estimates give the charge of laying down silver in India at 3f 
per cent, j but, as more active competition, and the opening of the Suez 
Canal, have caused considerable reductions in both freight and insurance, the 
present rate may safely be taken at 1|- per cent, only {see afterwards as to cost 
of sending gold). 





The actual result is as follows: — 

£ s. d. 

Cost of an ounce of sliver , . . • . > .061 

Ereight,insurance, brokerage, and packing charges . 0 0 Of 

Loss of interest during process of coinage, say, 10 days 
at 6 per cent. . . . , , . .0 0 0*125 


Total cost 


0 6 If *125 


Outturn of an ounce of standard silver containing 444 grains 
fine into rupees containing 165 grains fine . . . 

Loss seignorage at 2 per cent. ...... 


Not outturn 


M a. p. 


11 0 
0 11 


2 10 1 


In other words £0.-5-l|*l25 being equal to K2-I0-3, the rate of exchange 
per rupee is 28£*10i. It follows, therefore, that when the exchange ou India 
is above' 23 \d. per rupee, and the price of silver in London is $g. Id. per 
ounce, a remittance in silver is more profitable than bills. Mi*. StrncWs 
example and illustration of silver at qs. OR is entitled to equal weight with 
my own ; but, aftei all, it only comes to what I have said over and over 
again, that the relative values of the two metals, notwithstanding periodical 
fluctuations, do very soon adjust themselves to each other. * 

But, to follow oat my argument, lot us see the result’ if, instead of silver 
sovereigns were remitted to india, and which the Indian Committee have 
rated at BIO-4— 


Value of 10 sovereigns . . , 

1 reiglit, insurance, and packing charges, say, to be 
|per cent. 


safe, 


£ 

10 


0 


d. 
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ir.fl.--I so far modify former estimate, because in the caso’of sovereigns' there* 
s a saving: of brokerage ns veil as of tho loss of interest incurved in 
the ease of silver during the process of minting, apart from the savin? 
on shipping and landing charges as. compared with the more bulkv 
exlver rocnittaaoe of an eijitivalent amount; U l - v 


0 19 
10 1 8 


Value of 10 sovereigns in rupees at the rate of E10-4 


M a. p. 

. 102 8 0 

showing the rat# of exchange to be 28£*4i. per rupee. 

Such is the nicety of calculation which guides the importer, that at the 
moment 1 write, we find both gold and silver coming into our markets j for in 
comparing the rate of exchange on a remittance of silver bought in London at 
**• ld 'p x ouu . ce and f oia «d ‘"to rupees in India, with the rate on a remit- 
tance of sovereigns valued at Hi 0-4 per £ sterling, we find only three-tenths 
of a far tiling m favour of silver—a difference too minute to affect the impor¬ 
tation of the ready-coined sovereign. 

# J ns | : I aave shown sufficient grounds for establishing the fact, that the 
ratang of the sovereign at filO-4 is a sound and scientific rating, when the 
tact is kept la (hat the price of silver per ounce standard in the London 
market, fvom lSbb to 186b, a period of 10years, never fell, at the highest 
point, below os. 1R, and sometimes touched 5*. 5*. 2f 4„ and B,?. 

and that the average medium price during that period was 5s. lR 








The rating' at El0-4 is, moreover, in strict conformity with the provi¬ 
sions of Act XVII of 1835, which declared the relative values of the gold 
ooohur containing 165 grains of fine gold, and the rupee containing ho 
grains of fine silver to be as i5 to 1. Mr, Strachey argues that the English 
and Australian sovereigns proposed to be issued under the authority of Act 
XVII of 1835 will not remain in circulation, because the relative values ot 
gold and silver have not been fixed in the proportions commonly obtaining m 
the West. Mr. Strachey, however, has not given or shown what that propor¬ 
tion is, and I may say that, had he attempted to do so, he would have found it 
no easy matter, for this reason ; In London, where gold has a fired value, ami 
silver a marketable price, the relative value of the former to the latter will be 
less or more just as the price of silver happens to rise or fall. The various 
tabulated statements clearly bear out my argument, and I have only to illus¬ 
trate it by a very short example, thus :— 

When the price of an ounce of silver in London is 5s. Sa., the relative 
proportion of an’ounce of gold to an ounce of silver is 14*96 to 1 ; but when 
the price is only 5.?., the relative proportion is 15*71 to 1. 

The same rule will hold good in all countries where gold has a legal mine 
and silver the price of an article ot merchandise only. But is the currency of 
India and the conditions under which she obtains her coined money so analogous 
to those of England that, as a rule, the relative value of gold and silver in the 
former should he determined by the relative value of gold and silver in the 
latter? England, we all know, has a gold currency, and the English public 
obtains the sovereign free of mintage. India has a silver currency, and the 
Indian public obtains the rupee at a charge of 2 per: cent,, and then only a*ter 
a delay of (say) 7 to 10 days, _ 

I may be permitted to mention here that,- as a matter of fact, India 
obtained more silver of late years from China and elsewhere than from 
England. I do not, however, mean to enforce this as a reason ^ against the 
London price alone being followed in determining the relative values of gold 
and silver. But to resume my argument, I am prepared to admit thafc^ an 
ounce of gold, £3-17-104, and an ounce of silver bought at, say, the average 
medium rate of 5 s* l&d. already quoted, and both laid down iu India, ought 
to bear the same relative values as at the port of embarkation, because the 
cost of transmission will be nearly the same in either ease, though, as already 
shown, the charges for silver are somewhat higher. But at this point, our 
divergence begius. For, when one of the two metals is manufactured into 
coins, or when both are manufactured into coins, they do not continue to 
retain the same relative value. In the former case the value of the metal 
manufactured is increased by the cost of manufacture, and by its assuming 
the character of money. In the latter case, the silver coin is relatively more 
valuable than the gold ooin, by reason of the additional seignorage, and the 
Comparatively greater time consumed in its manufacture. Upon the same 
principle a piece of silver containing 165 grains fine, has not the same pur¬ 
chasing power as tire rupee, simply because new elements of value have been 
imparted to the latter. 

It is perfectly true, as stated by Mr. Strachey, that the relative values 
of gold and silver in London, when the latter sells 5s. Id. per ounce standard, 
are as 15*45 to 1. But, on the same basis, and by parity of reasoning, it is 
equally true that the relative values of the 15-rupee gold mohur, which con¬ 
tains 165 grains of fine gold, and the silver coin, which contains 165 grains 
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of fine silver, are not. far from 15 to 1. For the sake of greater clearness, I 
give the following example, viz. .*—- 

An ounce of gold (containing 440 grains fine) laid down 
in India costs in London . 

Freight and insurance as before at | per cent. . 

Seignorage at Indian Mint for coinage . . 


An ounce of silver containing 444 grains fine . costs in 
London £0-5"! 

Oost of 440 grains, say *••••• 
Freight and insurance as before at 1} per rent. 

Seignorage at 2 per cent, and loss of interest daring 
ooinage• • , • « . > • * • 
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Again, the relative proportion would only be 15’02 to 1 were sovereigns 
to the value of an ounce of gold substituted for the bullion, because in this 
case there would be no seignorage. 

I do not offer it as an attempt to solve the reasons why the Legislature 
of the day fixed on 15 to 1 as the proper adjustment of the ratio of gold to 
silver ; but I do think that they had not lost sight of the fact that, under the 
Indian mintage ru)es # new elements of value attach . to the precious metals 
after being converted into legal tender currency. 

Be that as it may, it is clear that the difference between the relative 
values fixed by the Act of 1835 and the relative values which I have brought 
out on the basis of Mr. Straehcy'a example, when the price of silver in London 
is ftlcl., is, after all, not very material, and 1 think that a slight change either 
in the price of silver or in the charges of shipment will restore the equilibrium. 

Having shewn, tbeu, that the relative values of gold and silver, as fixed 
by the Act of 1835, do not vary much from facts established hereinbefore, I 
deem it unnecessary to dwell on Mr. Strachey's proposal to reduce the weight 
of the Indian gold coin from 110 grains of fine gold to 106*76 grains. This 
valuation is apparently arrived at on the assumption that the relative values 
of gold and silver in India are precisely the same as they are assumed to be 
in London, viz., 15*45 to 1. I hope I have clearly enough demonstrated that 
the proportioned value is not applicable to India, even if the assumption were 
thoroughly correct. 

But before going into other arguments adduced by Mr, Straohey, I 
notice (1) the statement that the actual cost of coining new gold pieces shews 
that, including the minting charge of 1 per cent., there will be an absolute 
loss of 1 *42 percent, on th.e conversion of sovereigns at 122*5 grains into gold 
niohurs of ft 15 at 180 grains. Lord Sandhurst has already pointed out that 
the alleged loss brought out by Colonel Hyde’s method of computation ia 
imaginary. 1 presume to think that I can establish His Lordphip’s opinion 
from actual facts. 

1 must, however, at once admit that the burden of proof lies on the 
Commission who recommended the rating of the sovereign at ttlG-4 to shew 








that. 

have 


b it does bear, as nearly as possible, the proportion of 15 to 1, This i 
e done in a former portion of this minute, and I now proceed to cest^ the 
accuracy of the Mint Masters' method of calculation^ supposing sovereigns 
from England and Australia were melted down, and subjected to the Indian 
mint charge, thus : 

• , B ' -v 

1,000 Sovereigns purchased at BIO-4 cost • • * 10,250 


1,000 Sovereigns, each containing 113 
grains of fine geld • 

will yield mohurs of 165 grains fine • 

lass seignorage at 1 per cent* * • 


=118,000 grains 
= 084*85 
0*85 


Nat mofiura 


678 


shewing that every gold mohur costs only BlS-l-lO after paying wiintf charge 
of 1 per cent., or a loss of little over f per cent., instead cf 1-42 as brought 
out by Colonel Hyde. Let the following practical tests be tried at the mint• 

I. Let Government purchase 1,000 of the new beautiful dragon 
sovereigns (which, by the way, sell at 6 pies each under the 
* Usual form of remittances from price obtained for Australian* 
Australia aud England in large and other English sovereigns), 
quantities. send them to the mint for re- 

coinage, deduct the seignorage of 1 per cent., and ascertain how 
much under 678 gold mohurs the yield is. 

II, Repeat the same process with 1,000 sovereigns from the first remit¬ 
tance received in sovereigns from Australia by any of the 
' banks, give credit for the comparatively more valuable alloy, 
and ascertain how much short of 678 gold mohurs the yield is. 

III. Take a mixed sample of sovereigns which find their way, from 
Egypt and from other quarters, into the bazar, exclude, light 
corns or those approaching the minimum 'quantity of gold for 
which they are legal tender, viz., I22"5 grains , and ascertain, 
how much short of 6? 8 gold mohurs the yield is. 

I say approaching the minimum, quantity of gold advisedly, for the simple 
reason that, it loss is apprehended, the sovereign can be laid down advantage- • 
ously by Government in England where gold is legal tender if not under 
122*5. 

I feel so confident of the results that I hazard the prediction that, in the 
three instances given, Government would gain, on the transaction, at least k 

per cent. •' ■ < 

I do not follow Mr. Strachey's argument further on this point, because 
he makes the admission that, in the eveut of bar gold being purchased. 
Government could obtain it in that form for coinage 1 per cent, cheaper than 
the ready money sovereigns, aud therefore that no possible loss could arise. I 
Contend, further, that every year that passes conclusively demonstrates, the 
soundness of tlje conclusion arrived at by Lord Sandhurst's Committee, viz., 
that R id -4 is a sound, scientific, and conservative rating, inasmuch as if a 
higher relative value had been fixed, the opposite and grave mistake would 
have been made of over-valuing gold and driving silver out of circulation. 
With reduced freight aud insurance since 1867, the English sovereign can 






easily be laid, clown in Calcutta at R10-2-0, instead o t at R10-4-10, and 
* N.B .—Actual cost of shipment, from Australia at RlO-2-7‘44* against 
two years ago, to Calcutta. Ill0-2-9, the rate taken by the Commission. 

With the prospect of fuller supplies of gold to our markets, the price of 
t JV.jB.—R1Q-6-0 on goiug to the sovereign has fallen in Calcutta from 
press. R10-12-0 to BlO-7-Ojf and in Bombay to 

R10-6-9 ; and it appears clear to me that it will soon fall to SI0-4. 

It is in this belief that, in my minute of 15th January, 1 have ventured 
to say that the present is a very opportune time tor Government taking a 
further forward step towards the realization of what every writer on the 
subject considers a great boon to India. 

If I might venture to offer an opinion on the proposal submitted by 
Mr. Straehey for the introduction of gold into onr currency, I would say that, 
if adopted by Government, it would be in opposition to the declared opinions 
of our most eminent authorities against the practice of every European State, 
and against the course followed by America and France, Even Holland, who 
first took the alarm after recent gold'discoveries, has now reverted to the gold 
standard. Lastly, the late Mr. Wilson, although he opposed the introduction 
of gold into the circulation of India, admits (Minute of 25th December 1859, 
section 25) that if it is desired to have the use of both metals in circulation 
of full value as coin, the transition period of a double standard is the mode in 
which the object can best be attained. 

Although I have, in former minutes (see 7th May 1868,f 9th May 1888,J 
30th May 1868,J and minute of 10th August of the same year§), fully dealt 
with the question of supposed inconvenience to the teeming masses of India 
which may possibly arise from the adoption of the proposal now under discus¬ 
sion, still, as the Financial Secretary has again drawn my attention to the 
subject, it may perhaps.suffice if I illustrate my arguments by showing the 
course followed by France and America under circumstances somewhat 
similar to our own. 

Before doing so, however, I may advert to another difficulty in the way 
of our being able t*o introduce gold into India through the establishment of 
international currency. 


In England since 1666, 
the expense of manufac¬ 
turing the standard coin 
has been borne by the 
State || 


|1 See Return from the Royal Mint to an order of the 
.House of Lords, dared 17th February 1870, and embracing 
a .period between 1851 and 1869, inclusive, “ Loss ou 
Coiuage.” 


At the Royal Mint in Sydney a charge averaging about one per cent,, 
and a delay in delivery of about 20 days, is made. 

In France, the mintage for standard gold is between | and £ per cent., 
and the delay, which is variable, brings the charge up to from | to f per cent. 

At the Mint of America (186?) the law now imposes, on all bullion, a 
- tax of the half of one per cent., and a coinage charge of the same amount. 

In Prussia, the charge for coining gold is 4 per cent. 

At the mints in India, there is a charge of oue per cent, on gold and of 
two per cent, on silver, with a delay in delivery of (say) ten days. 

In France, by the law of 1803, five grammes of silver, nine-tenths fine, 
were constituted the monetary unit, retaining the name of a franc, but the 


J Not printed. 

§ Page 162 of this volume. 




provisions of the law as to gold and also oopper coins gave them a legal cur¬ 
rency mid value independent of their relation to silver. The result of this 
legislation was that a double standard was created by law in France. Silver* * 
however, remained for many years the practical standard ; but when, by the 
increased demand for silver for the East, the value of gold was depreciated in 
relation to silver, gold became practically the standard of value. The silver 
' coins, of which nearly the whole circulation consisted, were melted down and 
exported, and the country was put to the expense of a large coinage of gold. 
If by any increased production of silver, the value of silver should be depre¬ 
ciated, a, change would take place in the opposite direction, and similar in- 
convenience would again be incurred, (liepdrt of Royal-Commission, 1868, 
page 10.) Again in America, the value of the silver dollar has remained 
unchanged since it was fixed by the law of Congress in 1792; but the value of 
the gold eagle or 10-dollar piece was reduced in 1834 from 2474 grains to 232, 
and gold has now become practically the standard of the United States. 

Both in France and America, the silver coin and standard are to this day 
retained, according to law, as an alternative measure of value. In England 
the double standard ceased practically in 1717, and by law, only in 1816, In 
Portugal, Turkey, and Brazil a single standard of gold prevails. Germany 
and Holland are at present in a transition stage, while in the Northern States 
of Europe and in the East, there is a single standard of silver. 

As bearing upon the question of the danger arising out of the suggestion 
to rate gold above Hi 0 - 4 , I may here advert to the fact, that in England, 
during, the reign of James the First, the gold coin was overvalued by proclam¬ 
ation, and the result was the exportation of the silver coin, to the great 
inconvenience of the public. 

Having the examples of France and America before us, and further 
experience in guiding us to avoid the errors into which they were led, I need 
not dwell on this part of the subject much longer. I would only beg the 
favour of your turning to Minute of 9th May 1868,* in which you will find 
described the reasons for which, in my bumble judgment, it is politic and 
necessary to leave untouched our present measure of value, viz., the rupee, 
and its component parts expressed in lower denominations. I only quote the 
following sentences : — 

“ I.—The price of gold and silver is, like the price of every other 
•commodity, subject to the universal law of supply and 
demand, and it is impossible to fix their relative values with 
exactitude , or by an unchangeable decree; but the figures 
which L sent you yesterday give us a starting point as near to 
equality as can her devised, 

<e II. —The proposal Cor the introduction of gold, by the operation of 
the double standard, or a double legal tender, or alternative 
measure of value, under the conditions already adverted 
to, is not intended to have the effect of bringing about a 
sudden, violent, or immediate change in the” present 
standard of value. On the contrary, no change whatever 
JSf.B ,—See also quotation in Minute w iH be made in the existing 
of 15th January 1872 beginning standard, nor will it in anv 
“any alteration in the standard way be affaeted m ' t ‘ 
ox Value, etc., page 7, .t, ‘ ■ , ■, , • *“ ,. 

. ° the introduction of gold as a 

substitute, m part for a silver circulation. It is quite clear 


* Not primed in this volume, 






indeed, that for a time to come, silver, owing- to the smallness 
of transactions among’ the lower classes throughout the 
interior, must continue to be extensively used.’* 

Every writer of recognized authority, in times past and in our own day, 
gives the preference to a single gold standard. Should those who administer 
the finances of India see their way to introduce, gold into the Currency of 
India, I know; of no safer, sounder, and more just way than that set forth by 
His Excellency Lord Sandhurst, yourself, and the majority of the members 
of Council, and which it ha3 been my privilege, from deep conviction of its 
truly conservative and practical nature, to support to the best of my ability. 

The present generation may not see the time when it may be found 
expedient to demonetize silver in India ; but if those who now guide her 
destinies, lay the foundation of a measure calculated to give to the people a 
more acceptable metallic circulation than exists at present, they will have done 
their part wisely and well. I conclude by reminding you that at a time when 
gold was nowhere a legal tender in India, Except on the coast of Coromandel, 
and, in a limited way, in. gold tnohurs at the principal British settlements, the 
relative proportion of gold tp silver coined at the Mints in Calcutta^ and 
Madras was about one-fourth, whereas, since the Act of 183%, and the prohibi¬ 
tion of 22 nd December 1833, the proportion has been about 1 in 113‘45, down 
to the end of 1864-65. 

I write in the midst of severe official pressure on my time, and, if I have 
not observed nicety and exactitude of expression, you will, I hope, under the 
circumstances, make allowances for me. I now conclude as I began, by 
expressing my admiration of the great ability shown by Mr. Stracbey in his 
handling of the subject, ancl if I have ventured to differ from him, 1 trust, 
should this minute ever come under his notice, he will do me the justice to 
believe that i take so much trouble in the endeavour to meet bis arguments, 
because they are entitled to more consideration than any others, brought to my 
notice, and because I hold the views to which 1 have imperfectly given 
expression, from nature and long conviction. 








Note by E, Gay, Esq,., Deputy Comptroller General, dated 27th Feb¬ 
ruary 1872. 

The proposals of Mr. Dickson appear to be well worthy of consideration, 
if it be once settled that the introduction of a gold currency into India is to 
be attempted by Government. The step he suggests, viz,, that Government 
should undertake to exchange gold freely for silver, is probably the safest 
that could be taken if progress is really desired. 

The experiment will not be fairly tried unless some pledge is given that 
the offer to exchange‘sovereigns freely for silver will not be revoked without 
reasonable notice. Importers of bullion will not dare to trust to an article 
that may be difficult to dispose of without loss; hence arises the danger that. 


if the measure do not succeed, Government may be compelled to continue to 
receive gold which cannot readily be paid away to persons having claims on 
Government. 

But Mr. Dickson shows that, in such a case, sovereigns could be sent 
home at a cost equal to an exchange of 1.?. 11£<7. Assuming these'figures, 
Government might well accept the risk to a considerable amount as the 
present state of the market promises no better rate for the ensuing year. I 
may add to his argument that the large bdances now in Government trea¬ 
suries make the experiment less hazardous this year than it may be at another 
time. 

The measure would no doubt be acceptable to the banking and trading 
community in large towns. If the price of sovereigns were guaranteed in 
India, one element of doubt in cash remittances, viz., the varying comparative 
values of the standards—gold in England and Australia, and silver in India 
—would be removed. Coin could be obtained in London which would with¬ 
out charge for seignorage or delay be as good as coin for India. The remit- 



Note by R. B. Chapman, Esq., Financial Secretary, »atei> 27 tb March 

1872. 

I do not feel called upon to add, more than is unavoidable, to the 
volumes that have beeu written on this subject already. I have read the 
whole, carefully and anxiously several times, and I do not flatter myself that 
I can aclduoe any arguments of weight which have not already been used. 
But, with much diffidence, I proceed to record my present judgment as re¬ 
quested by the Financial. Member. The subject must be divided into two 
great questions — * 

First.-—“ Is it desirable to make gold the standard of value in Ind ia ?” 
Second--—' Will the measures now proposed by Mr. Dickson further 
that object ? 

Upon the first great question, which really underlies the whole dis¬ 
cussion, 1 find, strange to say, in all the papers, very little but assumption. 
All amme that, beyond all question, India is ripe for a gold standard ; yet 
I venture to say that even the enquiries of the Commission, though they 
establish formally the undoubted fact that gold is highly appreciated in 
India, do not throw much light upon the fundamental question of which I 
am speaking. 

Lord Sandhurst argues that, according to the stage of advancement 
which a nation has reached, its currency should he iron, copper, silver or 
gold ; but he does not attempt to prove that India has 1 ’eached the <f gold v 
stage. 

No doubt, for a nation the average of whose transactions is sufficiently 
large, gold is by far the most convenient standard.. But it cannot by any 
means be assumed that gold is the proper standard for a nation whatever its 
stage of development. The most recent paper by eminent authority that I have 
seen, is &n article on “ Money” by Chevalier in the Journal deseconomictes. I 
find in it nothing more positive than this—“It appears that modern Europe 
tends to employ as money 4 gold/ which “is the dearer and rarer of the two 
metals ” (gold and silver). 

I cannot help thinking that if we now take any decided steps for intro¬ 
ducing a gold currency into India, we shall be taking somewhat of a leap in 
the dark, and it seems to me that even the advocates of a gold currency do 
feel some hesitation on the subject, aud that this hesitation is manifest in 
their rather inconsistent ad vice. They would have gold ; but they shrink 
froln any measures involving a very decided drain of silver, though it seems to 
me clear that we cannot at the same time .have both metals. 

It may be accepted as an axiom, that gold and silver cannot both circulate 
in a community, for long, simultaneously as standards of value. So much has 
been said upon this point in these papers, and the truth is so universally 
accepted, that I need not take up time in demonstrating it—*one metal will' 
oust the other. Supposing that the relative value be very exactly fixed, and 
that nothing supervene to disturb it, the process may be a long one (even that 
is not very likely), but it is absolutely certain, that, in the long run, both 
metals cannot circulate as standards each at its full intrinsic value. 

Supposing, therefore, that gold become the standard of value in India, it. 
will be absolutely necessary* sooner or later, in order to keep in the eour.ery 




silver coin enough for subsidiary purposes, to debase our silver coin. Our silver 
coinage must bear a higher nominal than real value, in other* words must 
become a token coinage, or we should not keep enough for our wants. 

Now, whatever success may attend the introduction of a gold currency, 
a very large amount of silver will always, or at any rate for a very long* time, 
be required for the purpose of currency iu India. It will be very long before 
the masses o£ the people will use a gold currency : their transactions are far too 
email. It follows that we shall have to substitute, for the use of the masses 
of our population, a token currency for the present full value currency.' Are 
we at all certain what the effect of this will be upon the ignorant population ? 

Or how a silver token currency will work alongside of a full value Native 
State silver currency ? Lord Sandhurst has, at page 118 of the accompany¬ 
ing volume, argued with great force against the attempt to circulate among 
the people bank notes or paper currency in any form. “ The people, ” he 
says, “hug the idea of intrinsic value in coins of the precious metals which 
will last for ever which will be again found, if war sweep over the country 
and destroy all that is above ground.” And again, “ of all people in the 
world the population of India carries practically and keenly into execution the • 
principle that the money actually current is a commodity which must..possess 
the intrinsic value it assumes to represent. To them bangles are convertible 
into rupees and vice versa. Thus iu some Native States the people refuse in 
their retail operations to take the British rupees without a slight discount, 
because they declare, whether rightly or wrongly, that the rude rupees sup¬ 
plied from the native mints have more of silver in them, or are freer from 
alloy, than the British rupee and much more, very forcibly put, to the 
same effect. 

Lord- Sandhurst was arguing against the paper currency which he evi- • 
denfcly felt to be a dangerous rival to gold. I think he overdid the argument 
iu various ways, and that experience has actually proved this, But still there 
does remain great weight in bis obsefvations. 

Apparently, however, Lord Sandhurst had forgotten that he had already 
stated, as a mere truism that “ a token coin merely means a metallic bank 
note/’ This is obviously true. But then the whole of* Lord Sandhurst’s 
strong arguments against a paper currency become to the full as applicable 
against a silver token curreuey which must eventually be a sine qua non 
of a gold standard. 

I do not think that sufficient attention has been given to this part of the 
subject; and I would not recommend any very active or effectual steps 
being taken for the introduction of a gold standard until the effect upon the 
mind of the natives of substituting “ metallic bank notes 9> for the full-value 
silver coinage to which they have, from time immemorial, been accustomed, 
and which they so highly value shall have been carefully considered and, so 
far as may be, enquired into. 

I can find nothing in the evidence given before the Commission to show 
that the witnesses who favoured gold were aware that it would be necessary 
sooner or later, if you introduce and keep gold, to depreciate the silver cur¬ 
rency which must, for generations to .come at any rate, be the ordinary cur¬ 
rency of the people. I confess that I myself am so apprehensive ot what the 
effect might be that I should hesitate to take measures for adopting a gold 
standard until it bo really forced upon us. At present I venture to maintain 
that there is no demand whatever for a gold currency by any section of the 
community. 


There was a demand when Lord Sandhurst wrote his minute in 1865, 
During the American war the value o£ Indian cotton rose so enormously that 
the balance of the trade of India with the rest of the world was altogether 
disturbed, and huge importations of bullion became necessary. Moreover, at 
that time, the paper currenoy was little developed, and India was still borrow¬ 
ing’ money largely at home for railways, etc. Lord Sandhurst wrote his 
elaborate minute under the influence of that abnormal state of things, perhaps 
under the impression that it would continue, 

• It may he admitted that if it had continued, India would have been very 
soon driven to take much more gold than silver in payment for her exports. 
Silver, in fact, would not, for long, have been forthcoming for remittance to 
the East at the same rate, and a gold currenoy here would very likely have 
become a necessity. But the moment the American war came to an end, the 
excess of our exports over imports fell from 40 to 13 millions, and pressure 
ceased. 

It may be that it is now again slowly coming on; though if we are able 
to abstain from borrowing, the process will be checked, and, in any case, we 
are not likely, for the present, to borrow as largely as we were doing. How¬ 
ever, sooner or later, it may be that the demand for silver for the East may 
again cause inconvenience, and the price of silver may rise until imports of 
gold become more profitable. Whenever that time comes, but not, I think, till 
then, it will be proper to take up the question of substituting a gold standard 
for a silver standard. 

For the present, though I admit that gold would be pleasant aud con¬ 
venient for the trading classes, I do not believe that the masses of the people 
have any desire for a gold currency, and even the great cities do not really 
greatly want it. The paper currency has largely supplied their wants. A 
silver standard is as good a basis for paper as a gold standard. 

To turn to the second question—.What must be done if it be resolved to 
introduce a gold standard ? * * 

I answer there is really but one way of effecting the object. Gold must 
be declared a legal tender and rated favourably, 

Mr. Dickson's proposals are certainly most moderate. He asks only that 
the Government shall, without declaring gold a legal tender, undertake to 
accept sovereigns at El0-4, and Indian gold mohnrs at an equal rating, i.e,, 
at par, in payment of all Government dues and in exchange for currency notes , 

for silver ; for currency notes can be exchanged for silver at once. He 
does not propose to make gold a legal tender. * 

Sovereigns are already received at our treasuries in payment of Govern¬ 
ment dues at. El0-4, so that the proposed innovation is really confined to 
making . the sovereign exchangeable at the currency offices, ana so, freely, 
for silver. 

I cannot recommend this measure being adopted. I agree with Lord 
Sandhurst, who wrote on the 9th February 1869—* 

“.There should bo no attempt at regulating the value of gold by further notifications 
unless Government be prepared to concede the legal tended" 

I cannot think it likely that Mr. Dickson's proposed measures would 
have any effect. Even with exchanges exceptionally high as they have re¬ 
cently been, the sovereign has never fallen below ft 10-7, and no sovereigns 
whatever have been paid into our treasuries for three years. How should 
they be with prices as they have been ? It is clear, I think, that sovereigns 
will only come to us at ft)0-4 when silver is worth in London 6.2’3/if, an 




0 ®,, a price higher than we have seen for a very . long time. I think that we 
should only expose ourselves to ridicule by making any further notification 
based upon the anticipation that this price will recur. 

Mr. Dickson seems to anticipate some great effect from his proposal 
that the Government should accept sovereigns freely at RIO-4 in exchange 
for silver; but I fail to find in his papers any solid reasons for this expectation, * 
and I cannot- but remark that this same high authority originally advocated 
the 1 OR rating, now admitted to have been a blunder. 

It may be that tome effect would be produced by the security which 
Mr. Dickson’s proposal would give to importations of gold. Doubtless, a 
still greater effect would follow if the law" should declare sovereigns legal 
tender at RlQ-4. But not even then, can I see any good ground for ex¬ 
pecting that people will offer to the Government, or to one another, that 
which is worth B10-7, at R10-4. 

There have, no.doubt, been times when, with abnormally high exchange, 
sovereigns have sold at RIO or even less, and, should such a time recur, we 
should get plenty of sovereigns paid into us at Mr. Dickson’s rate; but, first, 
this is perhaps highly unlikely j and secondly, if it should happen, we should 
have placed ourselves in an awkward position by pledgiug ourselves to buy for 
R10-4 what would, in that case, be worth much less. 

I agree with Sir C. Trevelyan and with Mr. George Arbuthnot, as quoted 
by him (page 168 of the volume), that we ought not to receive gold coin in 
exchange for currency note unless %t is made' a legal tender . I do not con¬ 
sider Mr. Dickson’s argument, that we could always remit sovereigns at an 
exchange of Is. II|d., a sufficient answer to the objection taken by Sir C. 
Trevelyan and Mr. Arbuthnot; for, supposing sovereigns to fall below 
R10-4 in the market, exchange would approach 2#., so that* a remittance at 
even Is. 1.1 \d . would involve a very heavy loss. 

Nor can I agree with Mr. Dickson that we ought to take in all the gold 
we can get and give out none. As I have said, in my opinion, we should at 
present get none at Mr Dickson's rating; but, supposing values to alter and 
gold to come in, we could only follow Mr, Dickson’s counsel by maintaining 
high cash balances for this express purpose. It is of great consequence that, 
in the matter of the cash balances, we should embarrass ourselves with no 
consideration except the one consideration of what is the smallest sum with 
Which we can work the administration. It may be proper, occasionally, to 
have high balances with reference to loan operations and the like; but if we 
once begin to keep them for currency purposes, we embark, in truth, on a 
course involving unlimited cost in interest for very vague purposes, Mr. 
Dickson, in fact, invites us to a large speculation in exchanges, and I cannot 
think this advisable, 

‘ The figures which I put up show that gold is coming into the country 
very freely as things are The proportion of gold to silver in our bullion 
importations of late years has been fully maintained, and the absolute quan¬ 
tities of gold imported have beeu large. This process is going on naturally 
and satisfactorily, without the Government committing itself to any dan¬ 
gerous experiments, or to any calculations of value that may be proved (as 
our past calculations have been proved), by experience, to be wrong. I 
would not, at present, take any further steps. In time, very likely, the 
large importations of gold that are going on will tell, and the price of gold 
in silver will fall until the rating of our coinage Act is reached. When that 
time comes, or a little before, it would, very likely, be desirable, if nod necessary, 
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to declare gold a legal .tender. But I do not think that the matter is one 
for empirical treatment. I would leave our present well alone. 


Value of gold and silver imported from,, and exported to, foreign countries 
at ports in British India in each year from 1850-51 to 18/4-75. 
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.1864-65 . 

1865- 66 . 

1866- 67 . 

1887-68 

1868- 69 . 

1869- 70 . 

1870- 71 . 

1871- 72 . 

1872- 73 . 

1873- 74 . 

1874- 75 . 

£ 

1,165,310 

1.338.778 
1,341,106 
1,078,708 

882,721 

2,508,353 

2,176,002 

2,830,084 

4,437,339 

4,288,037 

4,242,441 

5,190,432 

6,881,566 

8,925,412 

9,875,032 

6,372,894 

4,581,472 

4,775,924 

5,176,976 

5,690,400 

2,785,975 

3.573.778 
2,622,371 
1,648,807 
2,089,236 

£ 

2,016 
71,165 
168,805 
17,265 
151,431 
2,108 
84,788 
47,011 
10,886 
3,803 
• 9,872 

6,007 
38,410 
27,106 
35,068 
648.41S 
739,143 
166,457 
17,624 
98,283 
500,453 
8,484 
79,009 
266,169 
215,700 

£ ' 

1,168,294 

1,267,613 

1,172,301 

1,061,443 

731,290 

2,506,245 

2,091,214 

2.783,073 

4,426,453 

4,284,234 

4,232,569 

5,184,425 

6,848,156 

8,898,306 

9,839,964 

5,724,476 

3,842,329 

4,609,467 

6,159,352 

6,592,117 

2,285,622 

3,565,344 

2,543,362 

1,382,638 

1,873,536 

£ 

2,656,498 

3,713,280 

6,490,227 

3,770,643 

1,145,137 

8,792,793 

12,237,695 

12,985,332 

8,379,692 

12,068,926 

6,434,836 

9,761,545 

13,627,401 

14,037,169 

11,488,320 

20,184,407 

8,655,432 

6,999,450 

9,978,978 

8,264,407 

2,662,237 

3,007,526 

1,934,214 
4,143,726 
6,733,776 

£ 

539,273 

847,923 

885,203 

1,464,899 

1,115,537 

598,418 

1,164,448 

7 66,384 
651,350 
' 921,363 

1,106,627 
675,089 
1,077,244 
1,240,450 
1,409,522 
1,515,734 
1,692,360 
1,405,489 
1,377,956 
944,070 
1,720,313 
1,487,209 
1,219,070 
1,647,902 
1,409,608 

£ 

2,117,^25 

2,865,357 

4,605,024 

2,305,744 

29,600 

8,194,375 

11,073,247 

12,218,948 

7,728,342 

11,147,563 

5,328,009 

9,086,456 

.1.2,550,157 

12,796,719 

10,078,708 

18,668,673 

6,963,072 

5,593,961 

8,60.1,022 

7,320,337 

941,924, 

6,520,316 

715,144 

2,495,824 

4,324,168 

£ 

3,270,519 • 

4,132,970 

5,777,325 

3,367,-187 
760,890 
10,700,620 
13,164,461 
15,002,021 
12,164,795 
15,431,797 
9,560,578 
14,270,881 
19,398,313 
21,695,025 
19,918,762 
24,393,149 
10,805,401 
10,203,428 
13,760,374 
12,912,454 
3,227,446 
10.085,660 
3,258,506 
3,878,462 
6,197,704 

TO'iAl .1 

96,469,154 

3,410,431 

93,058,723 

203,153,446 

28,883,441 

174,270,005 

267,328,728 








































§: : xxii-e. 

Note by H. Sandemanv Esq., Officiatin'^ Combtbolleb General, dated 

28th March 1872. 

Putting aside theoretical arguments which can always be made to suit 
the views of the writer, I think the real consideration in this very large 
question should be whether 1 , in the event of Government being able to in¬ 
troduce without ultimate loss to itself, a gold currency as a legal standard, 
alongside of a silver currency, already a legal standard, the general public of 
the country require such an introduction. If we regard the bulk of the 
population, 1 think that the reply to such a question must be negative ; they 
rarely touch silver, and would certainly never touch gold; their wants are 
few, and (with the exceptions of their apology for clothing, which is supplied 
to them more’ cheaply from. England than from Native looms, and their few 
metallic utensils which they purchase once or twice only during their whole 
lives) are all supplied in their own villages. To meet these wants, copper 
coin and shell tokens are principally used and found sufficient, while the 
ordinary wages of labour, even if paid onoe a month only, would rarely reach, 
the smallest denomination of gold coin ; and even if they did so, a payment 
in gold would but subject the recipient to a loss, as the coin, until converted 
into silver or copper, would be practically useless to him, and he would be 
obliged to have immediate recourse to the money-changer, at whose mercy 
he would be for terms of exchange. 

■If we go beyond the bulk of the population, and consider those who are 
sufficiently well off to deal in large sums of money, we have a perfected system 
of paper money, which enables persons to pass money in a convenient form, 
and, by the facilities it offers for remittance purposes, serves as a wholesome 
check upon extravagant rates of inland exchange. I notice this particularly, 
because one of the strong- arguments against a silver currency is its bulk! 
and consequent inadaptability for remittance, whereas it is urged that gold 
is easily moved, and involves a smaller cost in transport. Many of the ar¬ 
guments against silver adduced in 1864 have proved to be fallacious: thus, 
for instance, the present price of the metal in England, as compared with the 
price iu 1864, shows that the fear that Europe would become denuded 
of silver to supply the East was groundless. My opinion is that it would 
be unadvisable to introduce gold into India as a legal tender, and that for 
many years to come we shall be doing as much as the country wants by 
supplying it to those who wish to receive it for their own convenience. If 
we go beyond this, we shall, I think, inflict a hardship upon the public at 
large, and benefit no class except the money-changers. 




XXIII. 

Note by the Hobble Sir R. Temple, bated 8th July 1878 . 

I much regret that His Lordship the Governor General does not find it 
possible to take up during this year the subject, brought forward by my 
memorandum of the 19th June 1872, regarding the introduction of a legal 
tender gold currency into India. But I desire to take this opportunity ^ 
recording my views as t,o the course which ought to be adopted by the Govern¬ 
ment of India in respect to this matter. 

I will not attempt to repeat the reasons given in the memorandum of 
June 1872 to show that a legal tender gold currency is among' the real needs 
of India. The belief or disbelief in the reality of this need is at .the root of 
the matter. If we firmly entertain this belief, then we shali address ourselves 
to the removal of the difficulties which are more or less inevitable in a ques¬ 
tion of this sort. If we have not such belief, then it is not to be expected 
that such difficulties can bo successfully combated. Therefore, in June 1872, 
I began the renewal of the discussion by endeavouring to prove the existence 
of the need. 

After adducing those reasons, I recommended that the Government 
should decide that a legal tender gold currency is needed j that a Commission 
should be appointed in order to ascertain definitely what should be the rating 
or the relative value of gold and silver; that meanwhile certain subsidiary 
measures should be taken in order to attract gold in greater quantities than 
heretofore to the treasury in India. 

I ain still in favour of these steps being taken. I am far from sanguine 

“I. To authorize the re¬ 
ceipt of English and Austra¬ 
lian. sovereigns into all the 
Government treasuries of 
India without restriction, and 
whether tendered in payment 
of Government dues or in. ex¬ 
change for silver. 

“ II. In conformity with 
the provisions of the Currency 
Act, to authorize the issue of 


that the subsidiary measures ( which for facility 
of reference I extract in the margin ) would, if 
adopted, attract any large quantity of gold into 
our treasury; indeed, I rather fear that they would 
not, for the present at least. But they are at least 
safe, and at the worst could do no harm. And* in 
oue particular way they could hardly fail to do 
good. lor, either they would attract gold, or they 
would not. If they did, then the fact would 
afford proof, in addition to any proof already 


Indian gold sovereigns at the 
rate of 10 rupees per 120 
grains of gold of standard 
fineness less seignorage.” 


existing, that the rating of Rs 10 for the 1*0- 
tho mint for coinage into grain gold piece,-or or its. 10J tor the sovereign, 

is a correct and adequate rating, corresponding to 
15 to 1, and that by offering this rate we are offer¬ 
ing enough silver for the gold. If they did not 
attract gold, then the fact would afford additional 
ground for the opinion that the above rate is not quite enough; that instead 
of the proportion 15 to 1, the proportion should be 15 and a fraction to 1. 

Even if the Government of India is not prepared to take any other step, 
I should still ask that these two steps bo taken in order to contribute some¬ 
thing towards the solution of a difficult question. 

In regard to'the proposal to appoint a Commission to investigate again 
the relative valuation of goldand silver, I desire to explain further the object 
of this enquiry. 

A Commission was appointed in 1866 by the Government of India to 
examine this point among other points relating to the currency of India. 
They reported that the rating of 10£ rupees to the sovereign, or Its. 10 to the 
120 grains, was the best that could be arrived at } and that this corresponded 
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with the rating' embodied by Act XXVII of 1835 (since incorporated with 
the Consolidated Currency Act, XXIII of 1870); they cited much important 
evidence to show that gold from Australia could be laid down in India at this 
rate. 

At that time, I860, a rate of Rs, 10 was being offered by the Indian 
treasury for British or Australian sovereigns, but no permanent success was 
obtained, and the prohibition of 1854 against the receipt in the treasury of 
gold pieces of Indian coinage was maintained. In 1868, however, the Gov¬ 
ernment of India notified that sovereigns would be received at the treasury in 
payment of sums due to Goveimment at a rate of Rs. 10J, and that the gold 
pieces of Indian coinage would be received at the treasury in exchange for 
their respective sums of silver. These steps were in accordance with the 
recommendations of the Commission, and the hope was that, by these means, 
a iairer chance than previously for the influx of gold would be afforded. 

At first some slight effect was apparently produced, and some, supply, 
though slight, of gold was obtained at the treasury. But this became less 
and lees, till of late it has almost died away. It may be said in generat 
terms that sovereigns and gold pieces are not, and for some time past have not 
been, presented at the treasury. 

Meanwhile sovereigns to a limited extent have been imported into India 
and have commanded in the Indian markets prices higher than 10 A rupees; 
indeed,- the average price since 1.869 has been bardly less than 10^ rupees. 

During the same period the amount of gold imported into India has been 
less than during the four years previous to 1869; but since 1869 the amount 
of silver imported has been much less, The general fact indeed has been that 
the condition of trade has been comparatively adverse to the importation of 
the precious metal, and the relative proportion of importation of gold to that 
or silver has been quite as great as, or greater than, ever. 

Again since 1869 the amount of silver coined in India has been much less 
i'i t ' 00 ^ ne ^ 4 Ur * n 8 the four years previous to 1869. But the coinage of 
gold has been rather greater since 1869 than during the four previous years ; 
and the proportion of gold to silver coinage, though still small, has been 
tully maintained. Indeed, it may be said to have slightly increased. 

The subjoined table will illustrate the foregoing remarks. 

___ -four years previous to. Notification of November 1868, 



1865-66 
]866-67 

1867- 68 

1868- 66 


1869- 70 

1870- 71 

1871- 72 

1872- 73' 


•NsT IwrOBtBD iwto Ik-pia. 


Cold. 


£ 

6,724,476 

4,188,196 

4,607,329 

5,159,352 


Silver. 


18,669,174 

7,936,698 

6,167,989 

8,601,022 


Cornua ut Iitbia. 


Gold. 


17,666 

27,725 

21,584 

25,156 


Siivor. 


£ 

14,607*049 

6.11*8,867 

4,313,286 

4,207,031 


Pour years subsequent to Notification of November 1868, 

5,692,117 I 7,320.337 
3,282,122 911.937 

3,665,344 6,532,376 


2,643,363 


716,143 


78,510 

3,694 

15,412 

31,795 


7,455 281 

1.606.751 
1,735,288 

3.930.751 


P 




































Thus there has been some coinage of gold pieces even since I860, and 
before that year this coinage was somewhat considerable, but at no time have 
these coins been in active circulation either among Europeans or natives. For 
the most part they are obtainable with difficulty. Their destination cannot 
be stated with precision, but it is well known that they are taken up by 
natives for hoarding or for uses other than circulation, and by natives not 
only in British territory but also in Native States. 

Again it is seen that of the gold imported but a small 'portion is pre¬ 
sented for coinage s the greater portion is used by the natives for purposes 
other than circulation. 

On the whole, the present prospect of gold finding its way into the 
Indian treasury is not encouraging ; and the question naturally suggests itself 
as to whether the rate offered of 10& rupees for the sovereign and 10 for the 
1&0 grains is really sufficient as representing the relative value of gold and 
silver. _ 

Some authorities have maintained that at this rate it is not sufficient; 
that gold has for some time been, and will continue to be, worth more than 
this rate, and the present facts seem to lead to the support of that view. 
Other authorities, however, maintain that gold has not been in former times, 
and will not be in the future, worth more than this rate; and it is to decide 
this question that I should desire to see a fresh Commission appointed. 

Doubtless the relative valuation of gold and silver is a subject not admit¬ 
ting of absolute demonstration. Amoug the difficulties which beset the 
question there is this, that the relative value fluctuates slightly from time 
to time. Still, after consideration of all the circumstances, an approxi¬ 
mate average valuation should be, and would be, ascertainable. Necessarily 
the matter is one of opinion, and demands a very impartial inquiry, but after 
such an inquiry had been made, a trustworthy opinion could be formed. The 
problem may be difficult, but it must have been solved by every nalion that 
has. changed, or may be changing, its standard £rom silver to gold, and simi¬ 
larly it ought to be capable of solution by the British Government in India 

The question to be propounded for investigation by such a Commission 
would be this : whether the present rating (Rs. 10£ aud 10 for the sovereign 
and Indian gold piece respectively) is sufficient for the permanent relative 
valuation of gold and silver with a view to gold being declared sole legal 
tender, and if it he not sufficient, then how much higher should it be? No¬ 
body probably would urge that the rate should be less. So far there seems 
to be no doubt. The existing doubt merely relates to the question whether 
something more than the ten rupees and four annas, say ten rupees and six 
annas, or at the most ten rupees aud eight annas should be taken. The 
point is one which ought to be referred to persons of every special experience 
and such a Commission eould he appointed in India as would present a valu¬ 
able opinion, When such an opinion has been presented, I should desire to 
address the Secretary of State with a view to a further reference being made 
to experts in England. The results would be collated of the experience 
gained in countries where a change from a silver to a gold standard has been 
recently made, or is being undertaken, as in Germany, Holland, France. 
By these means I should expect that the Government would be able to arrive 
at a safe and sound conclusion. It is equally important to avoid fixing too 
low or too high a relative value for the gold coins relatively to the silver; 
but as from the nature of the ease a just determination must be arrived at, as 
an indispensable preliminary to our having a gold currency at all, I would 


endeavour to form a determination by the means above stated , and if we 
succeeded in reaching such a conclusion, I would act upon it. 

Accordingly, gold would be declared legal tender at the rating so deter¬ 
mined. 

But, in the first instance, gold could not be declared sole legal tender, 
and silver must for a time continue to be legal tender also, for this reason 
that there is not now, and probably may not be for some time, euough gold in 
India to suffice for the circulation of the country if gold were to be declared 
sole legal tender for every amount above a trifling sum. 

Doubtless, if gold were to be sole legal tender, it would become an article 
of prime necessity, and would within a moderate time be imported in the 
required quantity , but in the meantime (it might not be for long) there would 
probably be an insufficiency of gold for the purposes of circulation, 

Thelinsufficiency, however, might not be so considerable as would at first 
sight appear to be the case. For although we seldom see gold at the treasury, 
we know that it must largely erist in the country. Among the papers 
appended to my memorandum of the 19th June 1872 will be found a table 
showing the importation of gold within the last twenty'years alone; and the 
net total (re-exports deducted from imports) amounts to 90 millions sterling. 
If an antecedent period be taken, a still larger total would be brought out 
Of the amount shown above, a portion must have been used up or wasted, and 
would not be available for coinage ; but it is reasonable to anticipate that a 
considerable portion would be brought out and presented at the mint for coin¬ 
age if this metal were declared legal tender. 

bo also the balance in the value of the trade in merchandise is much in 
favour of India, and is likely to continue to be so. Already gold has a large 
pait in the adjustment of this balance, even when it can fulfil no function in 
respect to the circulating medium, and might have a still larger part if after 
reaching India it had an important circulating function to perform. 

On the whole, there ought not to be any excessive difficulty in obtaining 
gold if that metai were declared legal tender. 

Still, at the first, it would be desirable to leave silver as legal tender 
equally with gold, until gold should so establish its position that it mi<*ht be 
declared sole legal tender. With its natural superiority, and with the equal¬ 
ity of position as legal tender, it is to be expected that gold would ere long 
assert itself in supersession of silver; and as soon as the’ country should be 
assured of this by the actual position of the two metals, there would be no 
hesitation in declaring gold sole legal tender. 

If both gold and silver were for a time legal tender, then, inasmuch as 
their relative value will fluctuate slightly from time to time, payments would 
be made m one or the other, •according to the circumstances of the time; 
consequently first the influx of one would predominate and then that, of the 
other. It might be that at the outset silver would maintain its position, 
h or instance, at the present moment it might not be’driven out by gold 
declared concurrently .legal tender. But sooner or later the revolving chancres 
would turn in favour of gold, and the moment that such should prove to be 
decisively the-ease, gold would be deolared sole legal tender for all save trifl¬ 
ing sums, and silver would be demonetized. 

Of course we must be prepared for the objections usually raised against a 
double or alternative standard " of gold and silver. But these objections 
i-i 1 y (and justly apply) only to the permanent maintenance of a double 
staudard, It oan hardly be denied that if the change from a silver to a gold 
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standard he per sc necessary or very desirable, then the objections to a double 
standard must be endured for a season, in the confidence that ere long circum ¬ 
stances would afford the desired opportunity of terminating the double 
standard and making gold the single standard. 

Moreover, if at'the outset silver were to hold its own, then for that time 
the fact of gold being also legal tender could do no harm, for it would be 
inoperative, and the double standard would not be practically felt by any one, 
as the only standard in use would be silver. If, from subsequent circumstan¬ 
ces gold should flow in, and if it became more advantageous to pay in gold 
than in silver, then the effect of the double standard would begin to be felt. 
But that would be the very moment when the occasion would he taken to 
declare gold sole standard, and thus the effect of the double standard would 
pass away for ever. 

It would be impossible to predict in how short, or how long, a time this 
result would be accomplished. There might be delay, bub in that ease no 
regret need be felt, because a change in the currency cannot be precipitated, 
but must come about in the due course of circumstances. 

On the other hand, no man can foresee how soon circumstances might 
arise to cause an influx of gold aud to render it more convenient to pay in 
gold than in silver. The event might even supervene suddenly. Then the 
Government could not avail itself of that opportunity to introduce the legal 
standard gold currency, unless it had previously arranged after full enquiry, 
the relative valuation of gold and silver. Such arrangements must take time. 
When the event was already happening when the urgency was upon us, it 
would be probably too late to commence arrangements for changing the 
currency. The Government would be in a position of unreadiness and unpre¬ 
paredness, and perhaps the opportunity would be lost. Moreover, a time of 
pressure and urgency, when larger commercial events might be occurring, 
would hardly be-a fitting time for arranging a chauge of currency, Too much 
reliance might be placed on the transient facts and circumstances of that 
particular period, and too little on the considerations which permanently affect 
the value of the precious metals. Such changes should, I submit, be thought 
over deliberately beforehand, in times wheu there is no pressure, and then 
preparations would be judiciously completed agaiust’ the day when pressure 
should arise. In this manner shall we be best able to make full use of the 
occasion which will in all probability arise ere long, though it may not at this 
moment be visible. 

Herein, then, consists my answer to those authorities who perhaps depre¬ 
cate any immediate steps being taken by Government, or who are in favour of 
delay because the matter does not press. It‘is very true that at this moment 
no pressure is put upou the Government from any particular quarter. But 
this circumstance, so far from being a reason for not moving, seems to me to 
be the very reason why the Government ought to move. At the best, some 
considerable time must be occupied in making the arrangements and settling, 
the terns. Unless the Government is ready beforehand,“it cannot introduce 
the change when the suitable moment shall arrive. Or, if, wheu the moment 
has actually arrived (and perhaps it may coine suddenly and unexpectedly), 
the Government were to take the case up, then the settlement is not so likely 
to be correct and complete as it would have been had there been* previous dis¬ 
cussion and determination. Now, therefore, is the time for the adoption of 
preliminary measures. 



■RESOLUTION} BY THE GOVERNMENT OF INDIA, FINANCIAL DEPARTMENT, DATED 

7th Max 1874. ■ 

Tile expediency of introducing a gold currency having been considered 
she Governor General in Council is not at present prepared to take any step 
tor the recognition of gold as a legal standard of value in India. 



XXV, 

Note,* dated 13th July 1876 , by Mr. H. B. Chapman, Secretary, 
Financial Department, on the consequences to British India ow 

THE RECENT CHANGES IN THE RELATIVE VALUE OP GOLD AND SILVER, 

The time is come when it is my duty to invite His Excellency the Viceroy 
and Governor General in Council to Consider the effects upon the finances of 
British India of the recent rapid changes in the relative value of gold and 
silver. I deeply feel the responsibility which is thus imposed upon me; and I 
have not ventured to record this note without anxious thought and study 
during* many months. The future prosperity of India depends upon a proper 
solution of the questions now presented for discussion : I pray that the Gov¬ 
ernment of India may be led to a - right decision upon them. 

2. Till lately, the relative value of gold and silver maintained a stable equili¬ 
brium. From ancient times, indeed, there had been a manifest tendency for 
the value of tbe two metals to diverge; but such diverge need* had, generally, 
been very gradual. For 40 years before 1878, the price in Loudon of an oz. 
Troy of standard silver was never less than 59cL, and, from September 1850 
to November 1872, it was never below 6(Vi. Since November 1872, there 
has been a rapid separation of the values of the two metals, so that the pre¬ 
sent price (4?6?.) „of standard silver in gold, in London, is more than 22 per 
cent, less than the price (60|<f.) in November 1872. Moreover, tbe diver¬ 
gence has, of late, been extremely rapid, the priee of silver in gold in London 
having fallen since December last from 56 \d. to 47<L, being nearly 17 per 
cent. Even since Wednesday, the 5th, there has been a fall of 6 per cent., 
vis., from b()d. to VId, 

8. Whatever be tbe causes of this phenomenon, its effects upon the interests 
of British India are momentous. India owes, and has to pay, in London, in 
gold, yearly, the sum of 15 millions sterling. Most of this great yearly 
charge is permanently fixed. The interest on the sterling debt and on the 
capital of the Guaranteed Railway and Irrigation Companies (together abciifc 
7 millions sterling) ; the pensions and annuities to our officers and their 
families; as much of the military expenditure as consists of pay and allow¬ 
ances j the pay of the Horne establishments; and a large number of other 
payments, are fixed and cannot be reduced. Only a comparatively insignifi¬ 
cant part of the whole disbursements from the Home Treasury is regulated by 
the current rate of exchange. 

4. Possibly, some little economy may be secured in the optional part of the 
expenditure at home; but we certainly cannot calculate upon the disburse¬ 
ments from the Home Treasury being less than 14 millions sterling, which 
must be provided at all costs. Indeed, for the purpose of this enquiry, it is 
only prudent to calculate on our having to provide in London, year by year, 
the full 15 millions sterling without any sot-off— 

If be. 1 ~ 20$d. . £15,000,000 as in croies of rupees • 17,66 

20<7. . > .18 

19Jd. . . 18,46 

19c?. . . 18,95 

18 !<?, . „ 19,46 

18c?. . , 20 

* Appended to this paper, are memoranda of subsidiary arguments and investigations 
bearing upon the various questions towards the solution of which suggestions are here made. 

t An exceptionally rapid divergence followed the discovery of the Potcsi mine in Peru 
in 1645. ' 



That is to say, at an exchange of is. 8d., the adjusting 1 entry under 25— .Los* 
by Exchange must be three crores of rupees; at Is. 6^,, no less than five 
crores, 

5. Omitting, on the one hand, Income Tax (an asset which we have lost) and 
the fictitious credits from the Military Funds (which add nothing whatever 
to our resources), and, on the other, the expenditure upon the Bengal Famine 
and the “ Extraordinary Expenditure” the following are th® amounts which 
might have been borne, year by year, under 2 5-—Loss by Exchange, duriug the 
last six years, without producing actual deficit :,r— 

* ‘ (Rupees omitting' 000.) 

1871-73 , . 2,41,8 


1872- 73 

1873- 74 

1874- 75 

1875- 76 

1876- 77 


1,71,7 

2.66.4 
3,09,0 

2.91.4 
2,20,9 


Average for the six years • . 2,50,2 

6. Other things being equal, then, the account is in equilibrium, on an 

average of years, if the adjusting entry under Loss by Exchange is not more 
than R2| crores, which is the amount that must be set down if a rupee is 
worth about la, (exactly 20*5714d.). But, with exchange at this rate, 

we could bear no abnormal or extraordinary expenditure of any kind, and do 
nothing, in times of peace, towards reducing burdens, or providing for evil 
days. If a rupee is worth less than 1# 8 T 9 F ^., there is actual deficit to the 
amount, roughly, of a crore of rupees for every peuny less than this rate. 

7. The Secretary of State has, repeatedly, enjoined the Government of India 
to provide a surplus, even upon the estimates, of at least 50 lakhs of rupees, 
which, if the estimates are framed with due prudence, would mean a. surplus, 
on the accounts , of at least a orore of rupees. Common prudence, certainly, 
requires that the Government of India should not rest satisfied with any 
.financial policy which does not aim at a surplus upon the accounts, under 
normal circumstances, of at least 50 lakhs of rupees. 

8. Upon this basis, an average exchange of Ke« 1 = Is. $d. is the very lowest 
compatible with financial safety. If the average falls below this amount, our 
expenditure should be reduced, or our revenues increased, as follows :—- 

s. d. 

8$ The account must he improved by lakhs of rupees—50 
8 ........ 1,00 

i | . . • . « « . « 1,50 

7 m • m » • - * * 2,00 

6| .. . . . . . « . 2,o0 

6 ..3,00 

9. These large improvements would produce a condition of bare financial 
safety, as represented by an average surplus, on the accounts , not on the esti¬ 
mates, of only 50 lakhs of rupees. 

10. At present, a rupee is probably not worth 1.?. 6d. ; how much farther it 
will fall I cannot say : but it must not be assumed that because the foregoing 
table is not carried below la. Gd., that I feel any confidence whatever that a 
rupee may not fall to be worth much less than even this sura. If it falls to 
}#. 5d„, 118 lakhs must he added to the improvement necessary to produce 
bare financial safety, making 418 lakhs in all. 

11. Nor, although the main consequences of the disorder, as affecting the 
finances of British India, may be shown in this simple form, can we, by any 
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1 

1 
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means, conclude that this is all the mischief which the Government .of India 
must recognise as resulting to India, from the disturbance of the ofd equili¬ 
brium between gold and silver. 


_ 12. Trade, indeed, will, ultimately, without any interference by the State, 
adjust itself to the new equilibrium of gold and silver, as soon as it is estab¬ 
lished with some degree of firmness, The object of trade is the exchange of 
commodities for commodities • any temporary derangement of the mechanism 
or instruments of exchange may cause temporary injury, but cannot perma¬ 
nently interfere with.the s’ubstance of commerce. All that commerce demands 
is, that tha value of the currency or currencies through which it works shall 
be stable. So long as this condition is attained, it is not of primary import¬ 
ance what the values of the currency or currencies are. We may, perhaps, 
even now, assume that, although the equilibrium of gold and silver has been 
violently and suddenly disturbed, a fresh equilibrium will, in time, be found. 
If so, trade will be quickly adjusted thereto : only, if no such equilibrium be 
found, if the values of gold in silver and silver in gold fluctuate continually and 
permanently, would trade betwee n Great Britain and India become paralysed 
or greatly impeded for want of a standard. So far, therefore, as trade is con¬ 
cerned, it seems probable that the disturbance caused by the divergence 
between the value of gold and that of silver is temporary only, and will in 
time disappear : if so, though the disturbance is, while it lasts, most mis¬ 
chievous to trade, it need not cause very grave permanent anxiety. 

13. But it is not so with other interests. The chief Civil and Military 
Officers of the State are natives of Great Britain, who are mere sojourners in 
India, having no intention of adopting the country as a domicile; and a large 
portion (more than 54 crores) of the rupee debt of India is due either to these 
officers or to other natives of Great Britain. In other ways, also, much 
capital belonging to our countrymen is invested in India. It is an absolute 
necessity to all these persons to remit to Great Britain a substantial part of 
their allowances, of the interest on their Government securities, and of the 
proceeds of their investments. The divergence of the values of gold and 
silver affects all these classes just as it affects the Government; for a given 
quantity of silver they get a less quantity of gold; for a given quantity of 
gold they must give a larger quantity of silver.- The Government cannot be 
indifferent to the interests of these classes. 

14. Under certain circumstances, the effect of the phenomena which we are 
witnessing may extend much farther still, even over the whole body politic; 
and it certainly will quickly so be felt. 

15. Such, then, is the formidable disorder for which it is the duty of the 
Government of India now to seek a remedy. 

In order to form a right judgment of what this remedy should be, it is 
of the utmost importance to make a right diagnosis of the exact causes of the 
disorder ; for according to the causes must be the treatment. A wrong 
diagnosis, followed, as it must be, by wrong treatment, would only aggravate 
the evil, already intolerable. 

. 10. The disturbance of the equilibrium of gold and silver from which, we 
are suffering must be due to one of the following causes— 

(1) the value of gold being unchanged, the value of silver is fallen j 
or (2) the value of silver being unchanged, the value of gold is risen ; 
or (3) the value of gold is risen and the value of silver is fallen ; 
or (4) the value of both metals is risen ; but the value of gold is risen 
more than that of silver / 
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more than that of gold. 


It is obvious that the treatment indicated, if the disturbance is caused by 
a fall in the value of silver, is very different from that required, if it is due to 
a rise in the value of gold, 

17. In the former case, simple justice to all interests, including those of the 
State, would demand a rectification of the standard of value. If more com¬ 
modities can be procured now in exchange for 122 oz of silver than could be 
procured last December in exchange for 108 oz., or in November 1872 in ex¬ 
change for 100 oz., then, considering the intention of a standard of value, 
justice requires that our standard should be so re-adjusted that debtors should 
not be allowed to liquidate by the delivery of 100 oz. of silver, obligations 
which are equitably represented by 122 oz. 

18. ' In this case the only problems for solution would be—- 

(1) How far back would it be proper to carry the rectification ; should 

the whole 20 per cent., or if not how much, be - added to the 
standard unit of value ? 

( 2 ) How should the rectification be effected 5 whether by a simple 

increase of the weight of 'the standard unit; or by a change 
of the substance itself of the standard—as, for instance, by the 
substitution of gold for silver ? and 

(3) .By what detailed processes should the change in the weight or 

substance of the standard be effected ? 

19. The rectification of the standard would, to the extent that it was deemed 
practicable and expedient, neutralise all the disturbance, and, though at a 
great cost to the State, rescue from disorder, both the public finances and all 
private interests. To such rectification no one could, in such case, justly or 
reasonably object. 

20. If, however, the value of silver is not fallen, but the value of gold is 
risen ; if as many genera! commodities ean be procured now in exchange for 
100 oz. of silver as could be pvoeured in December last or in November 1872, 
only less gold can now be procured in change for the same quantity of either 
silver or other general commodities,—then, whatever the proper remedy may 
be, it is certain that justice (and in questions of public policy, at least, justice 
cannot be divorced from expediency) forbids the enhancement of the vaJt!e of 
the standard of value. It is true that such enhancement (if it could, in 
such case, be effected, which is open to very great doubt) would extricate, alike, 
the Government and the classes who are now suffering, from the loss and 
distress entailed upon them by the rise in the value of gold; but such relief 
would be purchased by throwing the whole loss and burden upon the class of 
debtors, i.e,, the class least able to bear it. An enhancement of the standard, 
under such circumstances, would be equivalent to an increase of taxation, not 
for the benefit of the whole commonwealth, but especially for the benefit of all 
creditors. Such a measure would'be wholly unjustifiable. 

■21. Nothing would justify the State in adoptiugany measure involving an 
alteration of the standard of value, except upon clear evidence cither ( 1 ) that 
the standard of value had abruptly lost value, or ( 2 ) that such loss of value 
was imminent. In the first case, measures for the*restoration of the value of 
the standard, in the second case, measures for its preservation, would be 
proper; but in no other case is any interference whatever with the standard of 
value, i.e., with all the most intricate relations of society, justifiable. 

22 , If an enhancement of the standard of value is unjustifiable when the value 
of the standard is not diminished, a fortiori is it utterly out of the question 
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if the value of the standard is increased—if, for instance, in the present case, 
more commodities can be procured now in exchange for 100 oz, oil silver than 
could be obtained in December last or in November 187&. 

23. If the divergence between the values of gold and silver is found to be 
due, partly to a rise in the value of gold, and partly to a fall in the value of 
silver, then the consequence of the fall in the value of silver might and should 
be remedied by a re-adjustmaut of the standard ; for the consequences of the 
rise in the value of gold, other remedies must be sought. 

,24. The best, in some sense the ouly, method of ascertaining which of the 
five possible causes or combinations of causes already recited has disturbed 
the equilibrium of gold and silver, and so produced the present disorder, is to 
compare the values of gold and silver respectively, with those of other priuci- . 
pal commodities since the disturbance began. 

Tables* * * § are, accordingly, appended to this note as follows :—• 

Table 1 .t —Half-yearly wholesale prices, in silver, in Calcutta, of 
, certain staple commodities from July 1843 to May 1876, 

compared with their prices in January 1*850. 

Table JT/.f—-Wholesale prices, in silver, in Calcutta, of the same com¬ 
modities, at short intervals, from March 1873 to 26th 
June 1876, compared with their prices.in March 1873. 

Table JII,t —Wholesale prices, in gold, in London, of certain staple 
commodities to January 1876, compared with their 
average prices from 1845 to 1850. 

Table IF .|— Wholesale values, in London, in silver, of the same com¬ 
modities, compared in like manner. 

Table F,§ —Wholesale prices, in gold, in London, to April 1876 of cer¬ 
tain staple commodities, compared with their prices in 
March 1873. 

Table FI .§—Wholesale values, in London, of the same commodities, in 
silver, for the same period, compared in like manner. 

25. A careful study of these tables seems to point, beyond all reasonable 
doubt, to the following inferences •—• 

(1) —That prices of commodities, in Calcutta, in silver, are generally 

* higher now than they were in January 1850 ; in other words, 

that the value of silver in Calcutta is generally lower now 
than it was in January 1850 : 

(2) —But that the "prices of commodities, in silver, in Calcutta, are 

generally lower now than they were in March 1873 j in other 
words, that the value of silver, in Caloutta, ie higher now 
than it was in March 1873. The only commodities that are 
dearer now than they were in March 1873 are copper 
(slightly) and spelter, gold, and rice considerably : 


• * In all these tables (Appendix Y) the standard price, or value, for comparison, is shown 
as 100, tho compared prices and values being reduced to this standard- 

f Note. —The commodities of which the prices are compared in Tables I and II were 
selected by me, in consultation with Mr. Wood, the experienced Secretary of the Bengal 
Chamber of Commerce, as fairly typical of the trade of Calcutta, without any enquiry as 
to what results the statistics of their prices would show. 

£ The commodities of which the prices are given in Tables III and IV have, for some 
years past, been selected by the London Economist for the purpose of illustrating the oonrso 
of prices in London. The returns from which these tables aro compiled are published 
periodically in the Economist, 

§ Table IV is prepared from Table III, and Table VI from Table V. 
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(3) —That, since December last, tbe prices of commodities, in silver, in 
Calcutta, have rather fallen than risen, gold and jute alone 
shewing any considerable rise. There is no evidence, so far 
as the tables are carried, i.e., to the 2'6th June 1876, of any 
fall in tbe value of silver ia Calcutta since December 1875 : 

{-I)—That, in like manner, tbe prices of commodities, in London, in 
gold, are, generally, considerably higher now than they webe 
from 1845 to 1850; in other words, that gold is considerably 
less valuable now than it was then : 

(5) —But that prices of commodities were much lower in April 1876 

than they were in March 1873 ; in other words, that the 
value of gold was much higher in London in April 1876 than 
it was in March 1873: 

(6) — That the prices of commodities, in London, in April 1876 were 

decidedly lower than they were in December 1875 ; in other 
words, that the value of gold was decidedly higher in April 
1876 than in December 1875 : 

(7) —That, in like manner, the values of commodities, in London, in 

silver, were much higher in January 1876 than in 1845— 
50; in other words, that the value of silver, in London, in 
January 1876, was much lower than it was in 1845-50: 

(8) —But that the values of commodities, in London, in silver, were 

considerably less in April 1876 than in March 1875 ; in other 
words, that the value of silver, in London, was higher in 
April 1876 than in March 1873 : 

(9) —That the values of commodities, in London, in silver, in April 

1876, were less than in December 1875 ; in othei* words, that 
the value of silver, in London, in April 1876, was rather 
higher than in December 1875. 

I can thus come to no other conclusions, from an examination of these 
tables, than— 

(1}*—That gold is risen largely in value since March 1873, and especi¬ 
ally since December 1875, 

(3) That silver is also risen in value since Marph 1873, and not fallen ; 

and that it was not, on tbe 26th June 1876, fallen in value 
as compared with December 1875. 

(3)-—That, thus, the disturbance of the equilibrium of gold and silver 
from which we are suffering, was due, up to the 26th. of June, 
to a rise in the value of gold, and not to a fall in the value 
of silver. 

26. The rapid fall of the price of silver in gold, during the last few days, 
makes it probable that the value of silver is now begun to fall, 

27. I turn to examine how far the known facts of the case, a priori, tally 
with those conclusions. I have given reasons in the subsidiary memoranda for 
the opinion that the values of the precious metals depend entirely upon their 
use as standards of value, aad their consequent manufacture into coin to actas 
instruments of exchange and for hoardiug. 


28. The best estimates * that can now be made show the stock of the 
precious metals won and in possession of the human race in 1848, i.e,, at the 
datef of the Californian gold discoveries, and now, to have been, and to be, 
as follows in millions of £ sterling- 

.In 1848. . • In 1876. 

Gold. 600 1 200 

, Silver. 1,200 1,200$ 


Total 


1,800 


2,400 


There is ground for assuming that the 1,800 millions sterling of 1848 
would have exchanged for as many commodities as the 2,400 millions of 
1876, in other words that the stock of the precious metals in 1876 is not, on 
the whole, more valuable than the stock of 1848. The net 600 millions sterl¬ 
ing added in the 28 years have sufficed for the wants of the greatly increased 
population and extended commerce of the world, and have, moreover, caused a 
large decrease in the value of the precious metals, as manifested by the great 
increase of prices. 

- 29. In 1848, England was the only considerable country with a sole gold 
standard of value and a gold currency. Holland had juet then abandoned 
gold for silver. Wherever, in all the rest of the world, there was a metallic 
standard, silver was the actual standard,- and the 1,800 millions together 
was not more than enough for the world's machinery of exchange, and for 
hoarding. 

30, Since then the following nations have adopted a gold standard and 
rejected a silver standard - 


The United States of America ... ... 

Germany . . ... . . 

The Latin Convention—Prance, Belgium, Italy, Switzerland, and 
Greece .......... 

Scandinavia and Holland . . , . 


1863 

1873 

1874 
1876 


In no part of Europe or America is there now a true silver standard of 
value. 

31. Thus it appears that, since 184S, gold is practically becoming, by 
degrees, the only material for standard money throughout Europe and America, 
the duty of supplying standard money to this large and important portion of 
the whole world having been transferred from gold and silver combined, and 
imposed upon gold alone. Latterly, this process has proceeded with great 
rapidity. The appended memoranda contain some statistics of the 
actual movements of gold duriug the last few years in connection with this 
change in the practice of civilised nations. 

32. The facts appear to me all to point, h priori , to a rise in (or recovery 
of) the value of gold, and to be quite consistent with the phenomena as to 
gold exhibited by the appended Tables of Prices: 

33. I confess, however, that I should have expected, a priori, an earlier fall 
the value of silver, as well as a rise in the value of gold. If the 
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• Mr, Seyd, in his recent book on the Fall of Silver, estimates much smaller amounts: 
but I think that the evidence is against him. 

t At p. 242 will be found a synopsis of the dates of the principal events bearing upon 
the history of the precious metals since the discovery of Amerioa at the close of the 16 tb 
century. 

t The weight of silver has increased by one-fourth; but its value in gold has deoroased 
in dt least as high a proportion. 












neously, a decided increase in the {Production of this motal—an inorease which 
seems very likely to continue. 

34, The actual facts, however, seem to show, conclusively, that, to the 20th 
of June, the value of silver has not fallen as compared with March 1873, or 
even as compared with December 1875, but rather risen. Decidedly more 
commodities could be procured for the same weight of silver to the 20th 
J mm than could have been procured in March .1873, and some more than 
could have been procured in December 1375. 

35, At the same time, all the circumstances indicate the strongest probabi¬ 
lity that the value of silver must fall soon, and it is probable that the rapid 
depreciation of the last few days betokens such a fall — 

(1) The field for its employment has been greatly narrowed. 

Not only has Europe ceased to use silver as standard money, but 
one certain effect of the divergence of the values of gold and 
silver will be, for the present, to turn the balance of trade 
against India. The whole exports of India on the present seale 
will not nearly pay for the whole imports plus the £15,000,000 
annually due on the public account to England ; and no silver 
will, meanwhile, be wanted for payment to India as hitherto. 
So that even the Indian field is, at present, lost. 

(2) There are, still, large quantities to be expelled from tbe countries 

which have recently adopted a gold standard. Germany has, 
by the latest estimates, 15 millions,* ov®aceording to some high 
authorities, even 34 millionst sterling still to dispose of. 

The Latin Convention has not yet begun to expel its silver, though 
it*is passing really as notes for gold, and the continued employ¬ 
ment of large masses of silver for this purpose is full of risk, 
and can, hardly, be tolerated for long. The amount of silver 
which France has to get rid of is very large, not less, perhaps, 


* Jiconomiit, 27th May 1876. 
f Economist, 3rd June 1876, page 655. 

J Coined in silver in Prance under the law of 1873, besides the token 
coinage under the law of 25th May 1864 . • . . . 

Net imports into Prance of silver since 1816 (offioiul returns) 

[See Appendix 16 to the Report of Select Committee on depreciation of 


206,650,000 

62,180,000 


* silver (1876).] 

§ Worth', at 47c7. an oz. troy, about 16J millions sterling. 




30. In the appended memoranda will be found reasons for the opinion 
that the present value of gold is likely to be at least maintained, if it do not 
increase, for a long period, say at least half a century. The adhesion of every 
Dew country to the single gold standard, and the complete introduction of a 
gold currency into the countries of the Latin Convention, must increase the 
value of gold and reduce that of silver, * 

37. Thus the a priori considerations point to the same conclusion as the ex¬ 
perimental facts, vis., that the equilibrium of gold and silver has been disturbed 
by a vise, in the value of gold. But a priori considerations further point to 
the certain expectation of an immediate fall also in the value of silver, which 
fall is probably begun, 

% 38. 1 am unable to tfiiuk of any method of forecasting the extent to which 

gold may rise, or silver may fall, in value, or the period which must elapse 
before a new equilibrium is established. Both these things must depend 
upon future events, which cannot be foreseen with confidence. If no other 
nations substitute a gold for a, silver standard of value, or, when all the 
nations have made the substitutions, then, by degrees-— 

(1) Gold will settle down into a condition of stable value again, in 

it6 new place in the scale of values. 

(2) The disused silver of Europe will eventually he transferred to 

Asia, and silver will settle down to a new value there; and so 
a new equilibrium will be established between gold and silver. 
I believe that it must baffle human ingenuity to say, deeply 
concerned as we are to know, at what point, and how soon, 
this equilibrium will be found. 

39. I repeat that it is of vital importance that our diagnosis of the causes 
of the present formidable financial disorder should be right. It is a difficult 
aye! responsible task to attempt such a diagnosis at all, and I hope that my 
statements and arguments, as now set forth, will be subjected to the most 
searching and rigorous criticisms. 

dO. If I am right in thinking that the divergence of the values of gold and 
silver, which is producing consequences so ruinous to India, is due to the 
general adoption in England aud America of gold alone as the standard of 
value, and to the general exclusion of silver from this office, then it seems 
plain that the Government of India has no direct power to help itself. The 
sufferings of India are caused by the proceedings of the great nations of the 
West, and, unless they can be induced to reconsider their policy, India can 
only, helplessly, endnre the consequences. 

41. Is there the remotest possibility of such reconsideration ? If there are no 
stronger grounds to urge than the sufferings of India and other Eastern coun¬ 
tries}! and the injustice done to them, then I fear that the case must be pro¬ 
nounced absolutely hopeless. If man individually is selfish, much more are 
nations selfish. The nations of Europe would, with equanimity, see India, or, 
for that matter, the whole of Asia or the world involved in the widest suffer¬ 
ing—ruined, if only they themselves did not suffer from the oatastrophe. 

4-2. The only hope is, and there are some grounds for such hope, that the 
interests of Europe and America may induce or compel the Western nations to 
consider our case. 

43. If my diagnosis of the present disorder is right, then it is not India and 
Asia only which are now suffering, or have grave suffering bafore them. The 
rise in the value of gold in Europe and America has already caused a signal 


fall in prices these, a vast increase to the burdens of all debtors, a sore stagna¬ 
tion of trade, and widespread commercial and sooial distress; and there is 
room for the expectation that these evils are only begun. If France lsdriveu bo 
replace her 60 or 70 millions sterling of silver by gold—it other nations, even 
India for instance, ar e forced, in self-defence, to adopt a gold standard at ail 
costs then there must be a further serious increase in the value of jgfold—iu 
other* words, a further fall in prices, bringing ruin upon multitudes of the 
citizens of Europe and America, It is impossible to say how tar this ruin 
will spread, and how disastrous the social and political consequences may be, 

before the bitter end is readied. . . 

44. England must, moreover, suffer grievous losses of a special land, • | 

If Europe and America fold their arms and leave the forces now at work 

to produce thoir own natural results, then it is impossible to say now fui the 
value of gold may rise, and bow far that of silver may fall : I see no symp¬ 
toms, as yet, of the end of either process. Now, let the Government of India, 
fighting for its own band, make its utmost and most violent efforts to maintain 
solvency—there are limits to its power At great risks, and with much dis¬ 
tress and cruel loss to all concerned, considerable additions may perhaps be 
made to the revenues of British India, and considerable retrenchments may-bo 
effected from its expenditure ; but such measures cannot be carried to an indefi¬ 
nite extent.* Doubtless, the Government of India will make heroic exertions 
to discharge all its obligations, however inequitably their weight may be 
increased ; but I cannot conceal from myself the tear that a point would, even 
soon, be reached when the Government of India could do no more, when 'the 
word mpst be spoken—India would be unh bis to meet its ohligatiqus would 

he insolvent. . . 

45. In such case, the losses to Great Britain would be, indeed, grievous. 
India could not pay her debts to Great Britain, and the British trade with 
India would be seriously imperilled. Unless Great Britain takes timely 
measures to prevent the catastiopbe, I confess that it appears to me to be 
imminent in the future. 

46. I venture to suggest that it is the first duty of the Governor General 
in Council, with all the gravity and all the reserve that the occasion demands, 
yet with unmistakable plainness of speech, to represent to Her Majesty's 
Government the extremity which threatens British lnuia, with all the conse¬ 
quences to the British Empire itself. 

47. Further, it is to be remembered that, if Great Britain has vast in¬ 
terests bound up with the prosperity of India, she is only less interested in the 
solvency of other countries (itnssia for instance), whose power of meeting their 
obligations will be in like manner undermined by the present currency 
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48. If Europe and America should see it to be their interest to adopt the 
remedy, it would, I believe, be both easy and equitable in its operation. 

49. If the whole world were one nation, can there be any question what 
would now be done ? The disorder is due entirely to an abrupt change in the 
values of the two standards of value—the value of one (gold) is risen greatly 

_the fall of that of the other, (silver) is imminent. The remedy for the 

disorder is, plainly, to reduce the value of the gold standard, and to maid tain 
or restore that of the silver standard. Simple justice to the whole world (and 
as already said, justice and expediency in such matters always go hand-in- 
hand) demands the restoration b£ the »latm quo anie the disturbance. Is such 
restoration possihk ? Can it be doubted that if the nations set themselves to 


it, means could l>e found of solving the problem 1 in some way equitable to all 
interests ? Can it be right, will it really be possible, for each nation selfishly to 
take its own course, however ruinous the consequences to the rest ? In truth, 
Germany and England have the matter very much in their own power: if 
these I wo nations should see it to be to their interest to agree to admit silver 
to their currency upon such terms as is necessary to reduce the value of gold 
to what it was in 1873, France would gladly follow their example, and the 
other nations of Europe would and could make -no objection. America, too, 
mast and would agree. 

50. Is it mechanically possible to right matters by the admission of silver 
to be legal tender at a certain relation to gold, say, as proposed by the bimetal¬ 
lists, times its weight in gold ? I believe it to be so, because* the supply of 
silver is, though considerable, still limited, and, therefore, its value could not if 
it were thus restored to its old field of employment, fall much below this rate. 

51. But, while I believe that the only certain, complete, or prompt remedy 
for the present disorder is an international agreement to restore silver to its 
place as a standard, and that, unless this is done, not Asia only'bufc also 
Europe and America will undergo severe sufferings, I cannot but fear that I 
shall be thought almost -in; <i even to have broached the idea ; and,-indeed, it 
does seem a forlorn hope to expect that Great Britain and Germany will see 
it to be to their interest to give up the sole gold standard upon which they set 
so high a value. 

52. I turn, therefore, with a heavy heart, to consider what the Government 
of India can and should do if Europe and America hold on their own way, and 
India and Asia are left-to extricate themselves as best they can. 

53. It seems clear that the measures called for are of two different kinds.. 
To whatever extent we are suffering, or may hereafter suffer, from a fall in 
the value of silver, the remedy is in our own hands, and is simple in character. 
We can, and must, re-adjust the value of our standard, either by increasing 
the weight, orjehanging the substance of our standard unit of value. But, in 
so far as our trouble is due to a rise in the value of gold, no such simple 
remedy is at the command of the Government, which cannot think of attempt? 
ing, by any interference with the silver standard, to restore the financial 
equilibrium disturbed by a rise in the value of gold, 

54. It concerns us, therefore, vitally to know what share each influence 
has in causing the disorder with which we have to deal,—how much of it is due 
io a fall in the value of silver, and how much to a rise in the value of gold.. 

The prices of silvef, in gold since December, have been as follows 
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The price was kept up, and the full effect of the forces at work restrained, 
for part, of this time, because the Secretary of State sold do bills during 
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February and March, and bills for only 50 lakhs in April, 108 lakhs in May, 
and 118 lakhs in June. 

55. Our prices current in London extend only to April, and, in Calcutta, 
only to the 26th June. They show no fall in the value of silver j and, so far as 
the facts known to us go, we must, as yet, attribute the whole disturbance of tko 
equilibrium of gold and silver to a rise in the value of gold, and no part of it to 
a fall in the value of silver. So far, then, the Government of India cannot seek 
deliverance in any enhancement of the Indian standard of value. Whether 
the rapid fall in the price of silver (from 50-| d, to 46|d.) siuoe the 26th June 
may not be found to have included a fall in the value of the metal, remains to 
be seen. Meanwhile, we must treat the whole disturbance to the 26th June 
as due only to a rise, in the value of gold. How much of the subsequent 
aggravation is due to the same cause, we cannot yet say; but we may proceed 
with the discussion on the assumption that the fall to the poiut when Re. 1 = 
Is, 7d., at any rate, is due to a rise of the value of gold. 

56. The injury to our finances hitherto is thus, mainly, if not altogether, 
due to the enhanced valu.: that we have to pay in gold in England. Our obliga-* 
tions there having been contracted on the understanding that gold was worth 
about 15| times its weight in silver, and gold having now risen to be worth 
about 20times its weight iu silver, the burden of our obligations is propor¬ 
tionately increased. Our creditors in England, who beuefit by the change, have 
no equitable claim to the benefit; but, unless there is some such international 
rectification as I have suggested, the wrong appears to be, so far, without a 
remedy. We have no option but to pay the gold that we have contracted 
to pay. 

57. Now, there is no royal road out ofjthis difficulty ; it must simply be 
faced : we must grapple with it and overcome it, or be overcome. The facts 
and calculations which I have already submitted show that in order to meet 
the new and grave obligations thus imposed upon it, the Government of India 
must, upon the assumption that the fall to 1a*. 7 d. only is due to a rise of the 
value of gold, be prepared, by increasing its receipts or reducing its expendi¬ 
ture, to provide, immediately, not less than two crores of rupees a year in 
excess of what it now has at its disposal; and, it may be, considerably more. 
We do not yet know the worst, and cannot say when we shall know it. 

58. The problem, then, which the Government of India has to solve is how 
to effect an improvement in its financial position of two crores of rupees a year 
immediately, aud of a further indefinite sum hereafter. The task is formi¬ 
dable enough to cause dismay. It will be requisite to give up all administra¬ 
tive luxuries and even some necessaries. Schemes of retrenchment must he 
reconsidered which have been, in times past, taken up and rejected; and the 
whole energy and ability at the command of the State will lie needed to effect 
the required curtailments. Resort must, moreover, 1 fear, be had even to 
new taxation. Rut a loyal and combined effort must be made : I see no way 
of escape from the painful exigency. 

• 59. It would be premature for me to make any detailed suggestions of 

retrenchments or taxation until I learn whether the Government admits the 
necessity thrust upon it. Even then we must look to the Departments to 
suggest retrenchments. I only say, meanwhile, that retrenchments seem to 


mo to be, under any circumstances, possible, only under the following 1 
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60, If only two crores of rupees is to be made up by retrenchments, 
this expenditure must on an average be reduced by 7'38 per cent, all round. 
Such retrenchment will fall much more (severely on some heads than on 
others ; for it will be extremely difficult to make any considerable reductions 
under some heads, as, for instance, “ Laio and Justice t ' Upon the whole, 
I gravely fear that serious extra taxation eaunofc be avoided. 

61, As to organic remedial measures, we may, perhaps, be able, in presence 
of such an emergency, to induce Her Majesty’s Government to consider 
again the propriety of assisting us with an imperial guarantee so as to reduce 
the rate of interest on all our sterling loans including the guaranteed railway 
capital. There are many substantial objections to such a guarantee ; but 1 
fear that they must yield now. If I am right iu thinking that our trouble is 
mainly, and immediately, due to an inequitable increase of the weight of our 
obligations in England, there would be a special claim to relief of this kind. 
Such assistance would be specially useful in enabling us to take over the 
Guaranteed Railways, at duo date, in accordance with our contracts. 

62, This last measure, and every other such measure that may in any way 
improve our financial position, must be anxiously pursued. And the policy of 
constructing remunerative works should continue to have full scope. Only, 
wo must be more than ever careful that the works are always really remunera¬ 
tive, and we should not attempt to borrow money in gold again, but confine 
our reproductive expenditure to the amount that we can borrow in silver 
in India. 

63. It will be right, too, to consider carefully whether we cannot, and 
should not, adopt a cheaper system of general administration. Mr. Barbour 
showed, the other day, that the strength of the Civil Service in Bombay is 
needlessly great. . It behoves us to consider, both there and elsewhere, and in 
every branch of the administration, whether we cannot employ Native agency 
more largely, in substitution for the more expensive European agency. 

64. But I abstain from further remarks in this direction now. If the 
Government of India accepts, on full deliberation, my conclusions, it will 
doubtless take early measures to ascertain and consider in detail the remedies 
that are possible. 









65, I have spoken of the interests of our officers and of the English 
holders of onr rupee loans, and of those Englishmen who have capital invested 
in India. According to my diagnosis of the causes of our trouble such 
persons, so long as silver does not fall in value, will not, in theory., suffer 
much ; because, although they got less gold for their rupees, what they get is 
•more valuable.' But 1 am afraid that this will not be.easiiy recognised, and 
that, moreover it will be long before the practice accords with the theory. 
The fall in wholesale prices in England, which proves the rise in the value of 
gold, will not quickly extend to retail prices, especially to the retail prices of 
many necessaries required by onr officers and their families in England, More¬ 
over, many of the principal payments which such persons have to make, such 
as schooling, house-rent, wages, etc., arealmosfc as stereotyped as are the in¬ 
terest payments of the Government. They will, therefore, suffer lor a long 
time, at any rate, and strong pressure will be put upon the Government, and 
indeed felt, by it, to do something for their relief. Already is there a demand 
made for the Government to pay all furlough allowances, and make all officers 
family remittances at the rate of 2s. the rupee—a concession that will cost 
some 18 to 17 lakhs a year at least; and many other claims will arise. The loss 
entailed upon our European officers is, indeed, for the time at least, equivalent 
to a substantial reduction of salary which falls hardly upon all, even the 
highest, and which must throw those on low pay into difficulties. 

66, It remains for me to refer again to the almost certain contingency of 
Govern urn nt having speedily to re-adjust the standard of value. If silver itself 
falls in value, as seems inevitable, such re-adjustment will be. absolutely 
neeessary, and the Government must he prepared with measures for the pur¬ 
pose. Eventually, it will be for consideration whether the needful enhance¬ 
ment should be effected by the substitution of gold, or by adding to the 
weight of the sliver rupee. 

67, It would be greatly to be desired that it should, at last, be found pos¬ 
sible to adopt a gold standard ; but I am much inclined to fear that it may not 
be possible; that the gold in the possession of mankind would not be enough 
for us to take such a step without causing a still further enhancement ol. the 
value of gold to a most inconvenient extent, and that the cost would be more 
than India could bear. If India were to adopt a gold standard, not only 
would ttio measure, in itself, tend to enhance the value of gold, and reduce 
that of silver, but the rest of Asia would almost be forced to follow our ex¬ 
ample, greatly aggravating the consequences. 

68, Whether we adopt a gold standard or increase the weight of silver in 
the rupee, we shall not be justified in enhancing the value of the rupee be¬ 
yond what it was when the value begad to fall; and the measure will, involve 
fresh anxieties, responsibilities, and costs ; for it will not be possible, in either 
case, to leave the old coins in circulation. By the law of final utility des¬ 
cribed in the subsidiary memoranda, the value of the whole currency would rise 
quickly, if not immediately, to the value of the new coin whatever we 
might make this value, and the risks from the operations of coiners, and of 
tbe new coin being always driven out by the oid and less intrinsically valuable 
coin, would compel the Government, at its own charges, to withdraw tbe old 
coin! The cost of this measure would be very serious, and, if u gold standard 
were adopted, more, I fear, than we could undertake. 

69, It is not likely that the Government of India will, for a long time, bo 
in a position to decide how, or to what extent, it will re-adjust its standard of 
value. 

q 2 


212 


70. It will be very undesirable to make such re-adjustment piece-meal, and 
it will be better, therefore, to delay attempting it until experience shows what 
is the new equilibrium of gold and. silver. Meanwhile, the Government 
should meet any ascertained fall in the value of silver by a corresponding 
seignorage on silver coinage which can be increased or reduced from time to 
time, as circumstances may render advisable, until the desired equilibrium is 
attained. 

71. The standard measure of value, during this intermediate period, would 
not be silver but silver plus the seignorage from time to time. Such an 
expedient should only be tolerated temporarily : as soon as the period of 
uncertainty is over, and the new equilibrium established, all seignorage should 
cease, and the value of the standard unit of value should be adjusted to the 
new equilibrium, either* by an increase of the weight of silver in it (and we 
shall probably have to be content with this), or by the substitution of gold. 
The decision between these two alternatives can and should be deferred till 
the time comes for the Government to re-adjust the standard of value. 

It does not seem necessary to enter more into detail upon this subject at 
present; but I am prepared to do so hereafter. 

72. As throwing a faint gleam of light upon the gloomy prospect before 
the Government of India, let me refer, in conclusion, to the fact that the whole 
revenues of India in 1849-50 amounted to only 27^ crores of rupees, as com¬ 
pared with 50^ crores in 1874-75. Assuming, as we, perhaps, may do, that 
the value of silver fell in the 25 years by one-fourth, we may call the 
revenues of 1874-76, 40| crores of rupees of the same value as the Rupees of 
1849-50. There are, no doubt, many explanations to be given of the growth 
of the 13 crores of revenue in these 25 years. But we need not, perhaps, 
despair yet of the solvency of India, great as is the strain to which the 
country is now about to be subjected. We must either bring our expenditure 
withiu our revenue, however difficult the task; or confess our insolvency. 
The latter alternative the Government of India will doubtless not readily 
adopt. At all costs, it must attempt the gigantic task imposed upon it. 
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Memorandum,* by Me. R. E. Chapman, of subsidiary arguments and inves** 

TIGATIONS RELATING TO THE QUESTION OF THE EFFECT ON THE FINANCES OF 

India of the change in the .relative value of gold and silver, 

I.—Value. 

TI 10 difficulty of defining value is admitted by all writers on political 
economy. We can grasp with ease and precision such ideas as length or 
breadth, or weight or material capacity, or heat or cold ; because, although, 
in each of these cases, the conception is not of anything abstract or intrinsic 
but relative, we have in each case some tangible and material standard o£ 
comparison on which to found our ideas, 

But, wheu we try to fix or define our idea of value, beauty, usefulness, 
and the like with precision, it seems to elude our grasp. In some sense, 
indeed, such conceptions would seem to be susceptible of an absolute meaning 
whieh is wanting in material things. No conception of abstract length, 
breadth, and the like is possible, as such ideas involve of necessity a reference 
to some standard. But an object is useful in the abstract of which any use 
may be made, and valuable in the abstract which is in any degree an object of 
desire of limited attainment. 

It is when we come to compare the value of one object of desire with 
other objects of desire, that the want of any definite standard of comparison 
makes itself felt. 

Political economy is concerned with relative values ; and so much is the 
want of a standard of comparison felt in the science that some of its pro¬ 
fessors have proposed to abandon the use of the very word u value/' and 
substitute such a term as “ ratio of exchange." Others, again, have 
anxiously sought for some standard, such as corn, or the wages of unskilled 
human labour. 

But all are now agreed that it is impossible that such a standard can 
exist. There can be no object which is, everywhere, and always equally 
desired by all men, Ou the contrary, the degree of desire felt for every 
object of desire, varies from time to time, and from place to place even in the 
same individual. 


* The following is a list of the authorities whose works I have studied or re-studied 
before writing this paper;— 

Adam Smith, Hicabdo, Senior, McCulloch, J. S. Mills, Cairnes, Fawcett, 
•Tevons {Theory of Political.'Economy), Jevons (Money), Chevalier ( On the Probable 
Depreciation If gold, 1859), (Money, 1866), Bonamv PaicE (Banking and Currency), 
Czeknuscui Bimetallic Standard, 1876 , Seyd (a) Fall in ih> Price of Silver (1876), 
Blake (Precious Metals), Pirn ltf3 (Metallurgy), Recent Articles in 'the Journal des 
.Economists by Biunadikes, Be Pariku and Victor Bonn et and in the “ R oue des deux 
Mondes " by Chevalier. For much interesting information, see also the Report of the 
Royal Commission on International Coinage, 1868. 


(a) I read this Wk after mv notes were in type. To the extent to which my conclusions 
agree with those of Mr. Seyd, they are mainly the result of independent investigation. 










All that can be said is that there is what may be called an ideal scale 4 * 
of values in which every object of human desire occupies at any particular 
moment, for each individual, a particular place. The place of any object of 
desire in the scale will vary, at the same time and place, to different indivi¬ 
duals, and at different times and places, even to the same individual, A large 
number of objects near the bottom of the scale would be out of the scale 
altogether to multitudes of men, not being, to them, objects of desire at all. 
Other objects, again, which, ordinarily, occupy no place in the scale, may, in 
special circumstances, occupy the very highest place, be desired with the 
utmost intensity ; as, for example, water by a caravan belated in the desert, 
or by a ship-wrecked crew, and even air when its supply is limited as it was, 
e. g., in the Black*Hole in Calcutta. Clearly, it is impossible to define with 
any kind of precision the place in the scale of any single object of desire, 
because it docs not, perhaps, at any particular time and place, occupy precisely 
the same place to any two individuals, or f at different times or in different 
places, oven to any one individual. 

The first elementary conception, then , to he grasped clearly is that the value 
of nothing is absolutely fixed. The value of every ‘object o f human desire 
varies continually at different times, at different places , and to different men. 

We shall find, presently, that this quality of variableness is really essen¬ 
tial to the very idea of value. 

II.—-Exchanges. 

It may appear, on reflection, that the truth just defined lies at tiie 
foundation of all human progress and human society ; for it is this condition 
that makes exchanges possible, and, so, enables men to supply their ever 
multiplying and ever-varying wants. 

The growth of human civilisation, which I suppose we must assume to 
be synonymous with the development of the human race, is accompanied 
bv a constant expansion and multiplication of human wants or de-ires. If 
ever a man could supply all his own wants, it must have been when he was 
very little indeed removed from the condition of the anthropoid ape. from 
which, if we are to accept Mr. Darwin's theory, the human race last sprang. 
Perhaps, indeed, one of the first symptoms of the transition from monkey to 
man may have been the development of wants or desires which could only be 
supplied by the division of labour, and the concomitant discovery that desires 
could be mutually satisfied by the exchange of objects, which, in each case, 
the giver desired less than the receiver, and less than he did the object 

received in exchange. 

It is a far cry to those days of primeval development (it there ever were 
such days) ; and man, as he now exists, at least in civilised communities, may 
be said to supply almost all his wants by the method of exchanging objects 
of desire in his power for other objects in other men’s power, which he desires 
more, and they desire less, than the objects which he exchanges. 

This practice, so indispensable to human progress and human comfort, is 
possible only because objects are desired with different intensity, at different 
times and places, and by different men. We need not stay to enquire into 
the causes of these differences. So long as any object occupies to two men 


ff Where in these memoranda, or the main note the “ value ” of any object is spoken 
of, its place in this ideal scale ot values is meant. 
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exactly the same place in the settle of values, there can be no exchange 
between them; for the one will offer no inducement to the other fco exchange; 
nod if any object could be conceived which should occupy to al! men, at all 
times and in all places., precisely the same position in the scale of values, 
such object could never be the subject of exchange at all ; for, by the-hypo¬ 
thesis, no one would offer or could receive any inducement to exchange it. 
Such an object would therefore haoe no value. The desire to acquire it would 
not induce any man to make the sacrifices necessary to induce another man 
to surrender it. The moment this ceased to be true and the general equili¬ 
brium was disturbed, the hypothesis also would cease to be true. 

Thus we see, secondly, that, in order that men should be able to supply 
their wants by exchanging objects of desire, in order that human society, in 
short, should progress, or oven exist, it is essential that objects should be 
desired with varying intensity, at different places and different times, and, 
by different men, at the same time and place j and that such variations are 
inherent in the very conception of value, which could not exist without 
them. 

It would be easy to ehew that it is impossible to conceive of the value of 
any object being unchangeable without, as a logical necessity, the further 
conception that the values of all other objects are also unchangeable. For the 
relative value of one of any two objects cannot change without a correspond¬ 
ing change in the relative value of the other; nor can the relative values of 
any two objects change without changing also the relative value of one or 
other of them to any third object whatever, and therefore affecting its 
relative value, 

III.--A Standard or Value. 

But, although the very idea of an unalterable standard of value is thus 
shewn to be logically and mathematically absurd, it by no means follows that 
no such standard is to be found sufficiently accurate and definite for practical 
uses of the highest kind. Although, the position of any object in our ideal 
scale of values cannot but vary continually even to each individual naan, yet 
the variations upon the scale, of some objects, oven to all mankind, are con¬ 
fined to much narrower limits than those of others ; and it may well be that 
the average exchangeable ratio of some objects against all other objects may 
be found to oscillate, for long periods, between very narrow limits indeed, 

IV.— What constitutes Value. 

And here it seems proper to enquire whether it is possible to ascertain the 
conditions which determine the place of any particular object in the scale of 
values. 

That there may be an exchange of any objects between two individuals, 
A and B t the following conditions must be present., it being assumed that A. 
and B are both perfectly instructed in their own interests t — 

(1) Each individual must desire the object which he is to receive, 

more than the object which he is to surrender. 

(2) Each individual must he satisfied that no one else is ready to give 

him in exchange for the object which be is to surrender, au 
object wliich he desires more than what he is to receive, or 
more of the object which he is to receive. 


These conditions,, probably, include all that is necessary in order that an 
exchange may be effected; though their application may appear more simple 
in some cases, when, for instance, both the objects are present on the spot, 
and more complex in others, when, for instance, one or both of the objects 
must be produced or brought from a distance, or both produced and brought 
from a distance. Bat the term “object” must be widely interpreted so as to 
include labour, the use of capital, of skill, of experience, .aud the like. 

We must now go a step further, and enquire what causes any object to 
be desired. The answer seems to be that an object is desired by a man to 
supply some want or (if any addition to this definition is required) to gratify 
some sense. However necessary an object may be even to human life, as for 
instance air or water, it will not be an ojbject of desire, if the want of it is, 
as, e. g., is usually the case with air and water, freely and fully supplied, and 
therefore not felt. The want of most material things may be, in like manner, 
sooner, or later, satiated ; and then the desire for them ceases. The nearer 
a man comes to the condition of satiation in respect to any object, the lass ho 
will desire more of it. And what is true of individuals is equally true of 
communities. Communities do not desire air and water any more than 
individuals, and communities may be, in time, satiated with many, perhaps 
most, other things. 

As to this condition of satiation, there is obviously a great distinction 
between perishable and imperishable objects. In respect to a perishable 
object, the satiation may be early, aud when it occurs, is complete. In respect 
to an imperishable object, which can be laid aside for future use, satiation is, 
perhaps, never absolute, and is approached, more or less gradually, according 
to the character of the object. 

Again, human wants are of many kinds. If some wants are not supplied, 
existence itself is affected; others may be left unsupplied with even positive 
benefit to a man suuin si lontim norit. But it is probably true that, in 
civilised societies, an object of general desire is usually wanted, because it is 
useful. 

The degree of desire for any object depends then (1) upon the character 
of the want to be supplied;; (2) upon the extent to which the want has been 
already supplied. This is tvhat has been described by one distinguished 
Economist* as the “ final degree of utility.” It is not the general useful*- 
ness of the whole of an object that regulates the degree of desire felt for it 
but that of the portion to be next immediately supplied, the wanted re¬ 
mainder . 

Such appears to be the law of what Economists call “ the demand ” 

Now let us turn to the other side. The wants of a civilised roan are 
almost wholl} i ' supplied through the agency of other men ; and in order to 
obtain the supply of liis own wants, every man must supply the wants of 
others. This is the fundamental principle of the economy of society or 
political economy. 

A man can supply the wants of others or bis own wants— 

(1) by his own contemporaneous labour, whether bodily or mental, or 

both, including, in this term, the use of skill, experience, and 
all special capacities ; 

(2) by the produce of his own previous labour or that of other men 

which he has acquired or inherited [capital) ; 

* Jevons, Theory of Political Economy. 





(8) from any exclusive right which he possesses in any part of the 
earth or its products, e. g., fertile laud, mines, forests, fisheries 
(rent). 

Usually more than one of these elements are combined ; for labour can 
Seldom, if ever, be altogether dissociated from capital; and, often, all three 
elements are present, 

In the economy of Nature, we are told, there is no waste; an end is 
attained by the best and most direct method possible. So, if we regard the 
matter scientifically, it. is with the economy of society. Assuming, again (os 
for this purpose we must do), that every man is thoroughly instructed as to 
bis own interests, no man will supply to others more than is just enough to 
procure the supply of his own wants, whatever they may be. When it is a 
question of supplying the fruits of labour already in possession or of exclu¬ 
sive rights, this law often operates quickly, directly, and simply. But when 
it is a question of labour, or labour combined with capital, its operation 
though not less real, may be more complex aud indirect, may lead a man., 
for instance, to abandon one form of labour, or one application of capital, for 
another. 

In the long ran, however, it may be assumed, as a general law, that a 
man will apply his labour, capita! or exclusive possessions in the manner 
which will procure for him the greatest supply of his own wants. If one 
method of applying' these things procures for a man a less supply of his own 
wants than another, that method will be given up, and this substituted ; and 
conversely, if any particular application of labour, capital and exclusive 
possessions procures a larger supply of human wants than another, more and 
more men will, as they become qualified, adopt it, until its yield is brought into 
equilibrium with that of other occupations. 

Iu theory, the tendency of this law would seem to be to produce a dead 
level of uniformity, and so to bring society into a state of paralysis—just as 
it has been thought that, ultimately, the operation of the laws of the material 
universe tends to bring all the material elements into equilibrium, which is 
death . 

It seems probable, however, that if this catastrophe is, in either case, to 
come by the working of known and natural laws, it is too remote to merit 
practical consideration. So loug as labour produces more than the supply of 
the daily wants of the human race, i.c., so long as capital accumulates, it 
seems to be certain that human wants will multiply also; and so long as 
human wants multiply, the operations needful for their supply will cause 
infinite variations in the condition of the human race. The tendency of the law 
of economical supply is doubtless ever towards a dead level; but in practice, 
the varying skill, capacities and abilities of individual men will defeat this 
tendency, just as it is defeated in Nature. But as Nature's laws in all their 
efficacy underlie all the beautiful variety of our world and its apparent disorder, 
so it is with society. We may, we must, recognise the law, though we may 
be glad that its operation is restrained, and its extreme effects neutralised. 

W e are now in a position to define the conditions upon which depend the 
place which any object will occupy in the scale of values, viz., on the one side , 
the degree of intensity with which the object is desired, on the other , the 
facility with which it can be supplied. However urgent the want of any 
object may be. it will take but a low place in the scale of values, if the supply 




is abundant and easy ; and, even though the object be not much desired, it 
must, if the supply be scanty and difficult, take a. high place in the scale o£ 
values. 

It is seldom, if ever, possible to say which of the two causes—the urgency 
of the demand, or the scantiness or difficulty of the supply—contributes the 
more to determine the place of an object in the scale of values. All that wo 
can say for certain is, that this place is the combined effect of the two; and 
that, whenever it becomes important to ascertain the causes that affect the 
place of any object in the scale of values, both elements must be carefully 
scrutinised. 

We do not forget that it has Been alleged by high authority that the 
value of every object is ultimately dependent entirely upon the cost of produc¬ 
tion—a term admittedly iuexact and unscientific, by which, apparently, is 
meant the amount of labour, capital and exclusive possessions required for 
supply. This is, so far, true, in theory, that, by the operation of .the law 
which has been stated, no object will be permanently produced which involves 
the expenditure of more labour, capital, and exclusive possessions than the pro¬ 
duction of any other object in exchange for which objects of desire of the 
same value can be obtained; and that every object will be ultimately produced 
with the expenditure of the least possible amount of labour, capital and exclus¬ 
ive possessions, in ordinary language, at the least possible cost. But, after all, 
it seems obvious that, even so, the degree of demand regulates the value of any 
object as much as does the cost of supply; and, indeed, inasmuch as it seems 
quite cleat that the demand must ordinarily precede the supply, and that the 
supply docs not, as a general rule, precede the demaud, it seems probable that 
the degree of demand has more to do with the value of an object than the cost 
of supply, 

When, under the operation of the law just stated, it becomes a question 
whether the production of any object shall be continued or not, the question 
must be determined by the urgency of the demand. If the demand rises, the 
object will be produced ; if uot, it will not be produced. Again, objects may be 
produced at the same cost, whether there is a demand or not; but clearly, by 
the same l .vv, no object will bo produced- unless there is a demand for it; for, 
otherwise, whatever the cost of production, the object is without value. 

Again, when we speak of the cost of production of an object, there is 
risk of our overlooking the influence upon its value of the stock of the object 
already produced and in existence, the capital, in short, stored in this form. 
It seems to be certain that, whatever may be the case with regard to labour 
and its contemporaneous fruits, the cost at which capital has been produced 
can have no share whatever in regulating its value at any subsequent time; 
nor can the cost at which the exclusive possession of some part of the earth 
has been acquired, in any intelligible way, regulate the value of such posses¬ 
sions. And what are we to say about the cost of producing labour itself ? 
Labour is an object of undoubted value, so much so that, as already said, 
Economists have sought to erect it into the etaudard of value, but failed in 
doing so. 

Skilled labour, at least, is produced at a very considerable cost ; and, 
perhaps, there is scarcely any labour wholly unskilled ; the undeveloped raw 
material of labour scarcely exists. But even such material is, I suppose, pro¬ 
duced at some cost. 

Yet how can it be said that the cost of producing labour, in any essential 
degree, regulates its value ? Does not its value, and therefore the value of all 




\te fruity depend, at least as much upon the demand for it as on its supply 
which may, perhaps^ m some subtle sensei be ultimately regulated by the cos 

° f F Thrknth'seems feo be that even of labour a portion is, virtually, boarded 
or capitalised in the shape of acquired skill ready for use on demand, and tnat 
the doctrine that the value of an object depends upon the cost of production 

is only very partially and remotely true, , 

The production of most objects will, doubtless, sooner or later cease, it the 
labour, capital and exclusive possessions employed in their production can he 
more profitably employed otherwise; and will not be resumed until this con. 
dibion changes j hut even this principles far from being universally app tea Je. 
The production of some objects is incidental to the production of others, and 
cannot be discontinued without loss in other ways : in such eases, the proUuc- 
tion may, perhaps, be said to cost nothing; and the rale must often bo 
inapplicable to the production of capital; which is frequently only the secon 
darv consequence of the employment of labour, capital, and exclusive posses¬ 
sions primarily for other purposes than the accumulation of capital. 

At any rate, the fact, so far as it is a. fact, has only an indirect bear. 
inw upon the value of the stock of an object already m existence. It the 
object is perishable, its value would not be affected by the discontinuance of 
its production, until the stock be consumed; and if the object is durable or 
imperishable, the decline of value which causes production to cease may go 
far beyond the degree necessary for this effect, and may last ior an wdennitw 

ime Other things being equal, the greater the stock of any object, the longer 
the- period that" mmt elapse before the discontinuance of its production will 
produce any effect upon its value. If the discontinuance of its production is 
due to a cessation or diminution of demand, the object may, perhaps, never 

recover its place in the scale of values. 


V.— Money. 


Much confusion arises from the use of the word “ money ra two sense , 
—the primary and the secondary. It is impossible to have any clear or 
definite idea upon the subjects dealt with in this paper, until we first eliminate 
r»vi poniusiou as to the sensei a which we speak of money. 

' The primary meaning of the word money ie a measure of value-an 
instrument of exchange—a mechanical device for facilitating the supply o 
the wants of men in exchange for objects with which they supply the wan^ ot 
oi her men. It is with money in this its primary meaning that we are eouot.rneu 
in thisTnvestigation, and we shall presently revert to it; but it is necessary 
La* to dear the field of all reference to the secondary meaning of the word. 

6 A.a m^u roof value, money rsp'sents, is a Men of* value or «4th. 


* 1 *y-. iri^KLWr 

from Vi*ovvn'pTop' 1 r value; though this value, again, may be derived from the monopoly 
which money enjoys* 







Hence ifc comes, in its secondary sense, to be synonymous with wealth itself. 
It may seem, at first sight, that the two senses are identical; but, in truth, the 
two ideas of wealth and a token representing wealth for purposes of exchange, 
are entirely different—so much so, that the man who has the most wealth or 
money in its secondary sense, often perhaps, usually, has little money in its 
primary sense. A man who is rich enough to employ the services of many 
others may, perhaps, seldom see money; and so it is with countries. Probably 
no country is richer than England, and no money-market is more abundantly 
supplied than that of London ; yet of actual money in its primary sense 
England uses less than any other civilised country of the same size and im¬ 
portance, having learnt; by long experience how to effect exchanges with a 
smaller quantity of the instrument than other countries : and even England 
has, probably, still much to learn in this matter. It seems likely that, in 
future, as wealth {money in its secondary sense) increases, less and less money 
in its primary sense will be required for the business of the world. We shall 
have to dwell further, hereafter, upon this phenomenon. 

Meanwhile, it is necessary to understand clearly that what we have to do 
with hero is not money in its secondary and unscientific sense of wealth or 
riches, but money in its primary and scientific sense of a measure of value and 
an instrument of exchange ; and that when we hear of money being scarce/’ 
“ the money-market being well or ill supplied/'’ and the like, the meaning is, 
very seldom indeed, that there is any scarcity or abundance of money, the 
instrument of exchange, and, almost always, that there is a scarcity or abund¬ 
ance of spare wealth, capital awaiting employment. 

We now turn to investigate the attributes of money in its primary and 
scientific sense, viz., as a measure of value and an instrument of exchange. 
We have seen that human wants are, for the most part, supplied through 
human agency ; and that civilized society is founded upon a vast ramification 
of mutual exchanges of objects of desire, under which every man supplies his 
own wants by supplying the wants of others. 

It is only in the very earliest stages of society, when men J s wants are of 
the simplest kind, that this commerce can be effected directly. As human 
wants multiply and become complex, the difficulty of finding an individual 
who desires, oi* is ready to supply, any particular object must become gradu¬ 
ally insuperable. Moreover, some men, doubtless, very soon begin to pro¬ 
duce more than it is necessary for them to surrender in exchange for the 
objects required to supply their own contemporary wants,-—in other words, to 
accumulate capital. Such men would exchange their surplus produce for such 
objects as would either yield them a fresh return (for example, cattle, seed- 
grain, the exclusive right to fertile land, the services of labourers), or,for such 
objects as would, by reason of their being objects of general desire, be readily 
exchangeable, at need, for other objects at least equal in value to the surren¬ 
dered objects. 

At first, doubtless, surplus accumulations (capital) were exchanged for 
(invested in) objects, which combined both these qualifications, and accordingly, 
cattle are among the earliest objects which are known to have been used as 
money, the Latin name for which (pecunia) is derived from <e pedus }> cattle. 
But it was not till the idea was developed of exchanging for objects chosen 
for the one quality of being readily exchangeable, at need, for objects of at 
least equal value, objects the surrender of which was not necessary for the 
supply of immediate wants, that the germ of the scientific conception of money 
was introduced into the human mind. This first conception of money has 
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developed gradually into the money of modern times. The chief distinction 
between primeval money and more modern money being, that, in ancient 
days, it rested with each individual to choose the object which should serve to 
him as money, though doubtless, the common interest ied very early indeed 
to the selection in each country of one such object by common consent. It 
was not till more modern times that the State, acting for the public weal or 
convenience, assumed the responsibility of declaring that some particular object 
should be the money of the community, and serve as the measure of value for 
the settlement of all claims not expressly defined in terms of some other 
object, in other words, should be legal tender in payment and on account. 

It becomes necessary, here, to narrow the definition of money further 
than we have yet done. u Money, v even in the technical sense of an instru¬ 
ment of exchange, includes, in ordinary parlance, ou the one hand, authorized 
currency or bank notes; on the other, subsidiary coins devised for representing 
amounts of small value. 

In what we have now to say, both these auxiliary kinds of money must 
be excluded from consideration. They only represent money, and derive their 
value from being exchangeable, more or less certainly and completely, for 
money; they are not themselves mouey in the strict sense in which we must 
use the term. Neither paper money, however convertible, nor coins subsidiary 
to the standard money of the country, however scientifically manufactured 
and regulated, can fulfil the primary function of money proper, viz., to measure 
value ; for they have no sufficient, value of their own, and cannot stand alone, 
All that they can do is to represent money proper. 

In virtue of its primary attribute as a measure of value, standard money 
fulfils two subsidiary functions of great importance,— viz., it serves as an 
instrument of exchange, and for hoarding or storing value. Paper and 
subsidiary coin can, more or less imperfectly, fulfil either of these secondary 
functions of standard money, and are, in fact, mainly designed to fulfil the first 
of them, viz., to represent standard money in its character as an instrument 
of exchange, but they cannot, in themselves, measure value. 

We proceed to investigate more precisely the nature, functions and condi¬ 
tions of standard money. 

We have seen that the value of no object is fixed, and that to speak of a 
fixed standard of value involves a contradiction in terms; but that there may 
be some objects whose place in the general scale of value oscillates within 
narrow limits in different places, to different men, and at different times. 

To serve as a standard of value, however imperfectly, an object must 
have this characteristic. 

It must also be durable; it could not, otherwise, possess the main charac¬ 
teristic ; and it must be homogeneous, divisible, portable, and capable of receiv¬ 
ing and retaining marks of identification. 

The only objects, hitherto, supposed to combine all these qualities are 
gold and silver. 

The value even of these substances has indeed varied considerably from 
time to time, and from place to place, relatively to some extent to each other, 
and much more to other objects; but hitherto such variations have been, 
generally, gradual, and the vafue of no other object is known to have varied 
less; no other known substance possesses, in an equal degree, all the other 
qualifications essential in a standard of value. 

Accordingly, all civilised nations now use one or other, or both, of these 
metals as their standards of value. 


In order to constitute a metal a legal, standard of value, two conditions 
are absolutely necessary :~~ 

-Either provision must be made for its manufacture into coins 
under public supervision for all comers, or, at least, no ob¬ 
stacle roust be interposed in toe way of snob manufacture. 
The imposition of any tax'* * whatever,.and*— if we a;e to speak 
with absolute precision-—even the recovery of the actual coot 
of manufacture, interferes with the standard, .giving to the 
coins or manufactured article a monopoly value i-u -excess •©! 
their value as metal. 

The State .must .declare -duly manufactured coins of the metal 
to be legal fender in payment or on account of any claim 
whatever? expressed in money. 

If ,ts important to elucidate and .establish the first condition, which may 
not be, at first sight, self-evident. 

It depends upon two axioms: 

(b)—That in a sound system of currency,the whole value of legal 
tender coins required for the transactions of a coiratry at any 
given moment , 0 is self-regulating, and can neither be increased 
nor decreased by any arbitrary device. 

'(&•)— 1 That a constant process of diminution, from wear and tear and 
other causes, is going on, so that, if a proper supply of legal 
tender coin is to be maintained, a •corresponding process of 
recruitment must be constantly taking place. 

This second truth appears so far self-evident that it need not be demon¬ 
strated. But the first axiom, the free recognition of which lies at the 
foundation of every sound system of currency, requires some, remarks. It is 
true not only of the standard metallic money of a country, but of its auxili¬ 
aries in paper and subsidiary coin, each in its place. 

We do not mean, to say that the value of either the legal tender coin or 
of the auxiliary currencies necessary for the transactions of a country are fixed 
quantities. On the contrary, the value of the currency in use in any country 
varies continually, with, as we have already seen, a constant tendency to 
reduction, as experience and skill suggest new methods of effecting exchanges 
with the use of smaller amounts of currency. 

What we do mean is that, on the one hand, no more money can circulate,, 
at any moment than is actually needed for the transactions of the moment, 
and, on the other, if there be no artificial obstacle in the way of recruiting 
the currency, just that amount which is actually needed for the transactions 
of the moment will be constantly supplied, because, if accretion cease, the 
stock of money presently becomes insufficient for the transactions of the 
country, and so acquires an artificial value which continues till equilibrium is 
restored by the manufacture of more coin. Conversely, if, from the discovery 
of netv methods of effecting exchanges, or an increase in the value of the 
substance of the coinage, or the diminution of transactions, or any other 
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* Stee, on this subject;, the evidence given before the Royal Commission on Interna¬ 
tional Coinage, 1368, and specially the opinions of Political Economists on Soi&norago 
collected in Appendix XXII. 





causes, the currency becomes redundant, it will yield a profit to melt up coin, 
and use it ns metal until the equilibrium w restored. 

Thus, it the regulation of the currency is left to the unfettered operation 
of the laws of supply and demand, the State confining itself to providing 
facilities for the manufacture of the currency under sufficient precautions for 
its being what it professes to be, the currency will expand and contract just 
as is necessary for the transactions of the moment ; and this is, as already 
said, as true of the auxiliary parts of a currency as of its main body. 

The State should undertake, then,—- 

(1) —To manufacture into coin as mriOh of the standard metal as is 

presented to it, the manufacture consisting only in its division 
into portions of a certain weight, and the impression upon each 
such portion of a certificate guaranteeing its weight and purity 
as it leaves the mint. The charge for this process ought not to 
exceed the cost thereof; and, in a perfect system, perhaps, even 
the cost ought to be borne by the whole community 

(2) —Directly or indirectly, to provide freely, on demand, in exchange 

for standard coins, auxiliary currencies as follows':— 

(a) for use in transactions of larger amounts than can he 
conveniently effected by the standard coins; paper 
money .representing convenient amounts exchangeable, 
on demand, for standard coin at the place of issue; 

| 'It ) for use in smaller transactions than can conveniently be 
represented by the standard coin; subsidiary coins of 
some baser material, and therefore of larger size. This 
coin also should be exchangeable on demand, at conve¬ 
nient places, for standard coin. 

These auxiliary currencies in no way interfere with the functions of the 
standard money, and are not standard money, but only represent standard 
money and so diminish the quantity of standard money necessary for the 
transactions of the community, besides facilitating transactions for which 
the standard money is mechanically an inconvenient instrument. 

It has not, I think, been generally recognized* that a sound subsidiary 
currency made of base metal does not differ in character from a sound paper 
currency, the soundness in both cases depending upon the convertibility of 
the auxiliary currency, on demand, at proper centres, into standard money. 

If the State interferes with the currency any further than ha3 now been 
described, it can do nothing but mischief; and, if it do less than is here 
described, it J does not do its full duty, and the currency is not thoroughly 
efficient, The intervention of the State at all for the supply of the currency 
is not absolutely necessary from a scientific point of view; but it is practically 
of the highest importance for the purpose of ensuring good faith in a matter 
in which good faith is of vital importance. ' 

It will probably be admitted, now, that the moment the State interferes 
to prevent additions to the standard coinage, or places any obstacle iu the 
way of such accretions, or imposes any tax or seignorage upon it, the metal 
of which it is composed ceases to he the standard of value in that Stale, it 
the conversion of another metal into legal tender money is at the same time 


* See, however, Chevalier “On the Probable Depreciation of Gold,” Sec. VII, 
Chap. Y. 





freely allowed, this metal at once becomes the standard of value. If the 
coinage of no metal at all into legal tender money is allowed, the State is 
without any tangible standard of value, properly so called, at all y and if this 
condition continues long, grave evils, inconvenience, and injustice must 
result. 

The truth of what has now been said is not affected by another fact, 
often strangely overlooked, but which it is very important to remember, viz., 
that money, ’especially standard money, is not used only for exchange 
transactions ; it is very largely, perhaps ou the whole more largely, used for a 
very different, purposej viz.] for hoarding or storing value. This use of money 
differs entirely in principle from its use as an instrument of exchange, and is, 
no doubt, subject to different laws, if indeed it is regulated by any fixed laws 
at all. The whole value of money in use as currency at any given moment 
is, as has been shown, limited to and regulated by, the work which it has to 
perform, and not susceptible of increase or decrease. But there is nothing to 
limit the amount that may be hoarded, which, if the currency is in a sound 
condition, seems to depend upon the relative habits of communities, and, 
largely, perhaps, upon the confidence, or the contrary, felt in the stability of 
their institutions and in the freedom secured to individuals. 

No doubt, much money is continually passing from the one condition to the 
other, ceasing to circulate, and settling into hoards, or again being reproduced 
from hoards and taking its place as currency. No doubt, also, it is difficult to 
say, in regard to largo amounts of money in a country, whether they are in 
the one category or the other; for instance,'the metallic deposit in support of a 
properly regulated paper currency, or the cash balances of the State or of a 
bank. Such stores are essential to maintain circulation, and differ entirely in 
character from the boards of a miser or of private individuals, who from one 
motive or another, bury heaps of gold or silver. But, on the other hand, they 
do not circulate. They are, however, governed by the laws which regulate 
the total value of the currency at any time, and may therefore be regarded as 
currency rather than boards. 

Hoarding is often in itself a wasteful practice; the man who hides his 
lord’s talent, or his own, in the earth, and so makes no use of it, injures 
himself, though he may benefit the whole community. Indeed, very serious 
consequences would result to mankind in general if the practice of hoarding 
should cease. No country is absolutely free from this practice; though, in 
some countries, it prevails to a much larger extent than in others. V\ here it 
does prevail largely, it indicates primarily, as we have said, distrust of the 
stability or permanency of the political system in force, or of the justice secured 
for individuals. Often, however, it is the fruit of byegone times of oppres¬ 
sion, the habit of hoarding, once formed, being difficult of eradication ; and, 
on the whole, like other analogous practices, e.g., the habit of storing grain, it 
is useful to the human raoe. 

The striking differences between the total values of standard money used 
by different nations is probably, chiefly, due to the different degrees in which 
they hoard. No doubt something is to be attributed to the greater advance, 
ment of some nations than others in effecting transactions with as little of the 
instrument of exchange (currency) as possible. But the main difference is in 
the hoarding habits of different nations. The value of the currency of France 
is probably double that of the currency of Great Britain, mainly because the 
French people, for reasons which might easily be suggested, hoard much more 
than the British people. 





And the East has always been called (he iink of the precious metals, not 
because the transactions of eastern countries require an unlimited amount of 
currency, but because, for reasons which are obvious enough, the people 
hitherto have been great hoarders. The total value of the currency required 
for the transactions of any community, at any given moment, is automatically 
limited and regulated in the East as in the West; and, indeed, as transactions 
m Eastern countries are comparatively few and small, the total value of 
currency required to effect them is, almost certainly, much iess in proportion, 
to population than in. most Western countries. But the demands for hoarding 
are large. 

We are concerned in this enquiry, primarily, with the hoards gathered in 
standard coin or money / but it is not t,o he forgotten that among Eastern 
nations large amounts of value are hoarded in jewels. It is not only, or main¬ 
ly, because Eastern people are fond of adorning their persons that so many 
of them invest their savings in jewels of silver or gold for their wives and 
children or themselves, but because they think this method a convenient and 
safe way of hoarding value. Such jewels are, especially with the poorer class¬ 
es, always held with the intention that they shall be converted into money at 
need ; and this habit of Eastern nations should not be forgotten or overlooked 
when any currency question affecting them is under consideration. 'I he con¬ 
version of coin into jewels, and jewels into coin, is constantly going on, more 
or less. ' ■ 

There is a law, known as the Gresham law, which affects,'.inevitably, all 
currencies— viz., that bad money drives out good. The meaning of this is 
obvious; every man who parts with money parts with value, and will, in 
settling claims against him, part with that which does its work at the least 
cost to him. If a man can discharge a debt with bad money, he will not pay 
w *fh good money, From this law it follows, amongst other things, that 
when, in any country, the auxiliary paper money, which, as we have seen, 
ought in a sound currency to be exchangeable at the place of issue, on demand, 
for legal tender coin, ceases to be so exchangeable, becomes, in ovdinary par¬ 
lance, inconvertible, the legal tender coins disappear from circulation, cease to 
act, in that country, as instruments of exchange, and are either hoarded or 
exported as metal. 

yie have seen that to constitute any substance a standard of value, two 
conditions are necessary :— 

(!)•—Provision must be made for its free admission to the currency 
without taxation and without obstacles of any' kind. 

(2) It must be authoritatively declared to be legal tender in payment 
or on account. 

There is nothing to prevent these conditions applying to more than one 
substance at the same time. Accordingly there have been countries where 
they have applied to both gold and silver ; where both gold and silver were 
simultaneously legal tender in payment or on account. This is what is called 
a double standard. But such a double standard never piactically operates 
save for a very short time. However carefully aud sagaciously the relative 
value of gold and silver may be fixed in such a system, their relation, by the 
fundamental conception of the very idea of value, must, as we have seen, vary. 
And, therefore, by the operation of the b resham law, only one of them can be 
in circulation at one time. If a debtor has, as under such a system he has, 
the option of paying his creditor in one or other of two substances, he will of 
course pay in the less valuable of the two ; and we therefore ste under such a 



system very quick transitions from one metal to the other or any change in 
the relative value of the two metals, making such transition advantageous to 
debtors. As an example, we may refer to the expulsion of silver by gold from 
France a few years ago, 

A double standard never has any lengthened practical existence ; the 
system means nothing more than an option to debtors to pay creditors in the 
cheaper of the two metals, as compared with their relative value fixed by the 
law—-an option that appears, at first sight, if not unjust, at least inconvenient, 
as needlessly aggravating the uncertainty of contracts at a point where, above 
all things, the greatest possible certainty should be secured. The provision, 
however, thus made for the alternative use of either metal as a standard would 
have, if it were generally adopted, the great advantage, that it would effect* 
uaily prevent any undue enhancement of the standard of value, which is most 
of all to be avoided. 

The moment, in such a system, more onerous conditions are attached to 
the manufacture of coins from the one metal than to that of coins from the 
other metal, both remaining legal tender, though there may still remain two 
standards, that which is weighted ceases to be a simple metallic standard; and, 
if the manufacture of one metal into coin is restricted or forbidden altogether., 
the mere fact of coins of this metal already in existence continuing to be legal 
tender, cannot make it a standard. The metal which may not be coined ceases 
to be a standard, is, in fact, demonetised. The coins of such.metal already in 
existence may continue in circulation, but their value will no louger depend 
upon that of the metal which they contain, but upon that of the other metal, 
the manufacture of which into coin is freely allowed. The coins of the de¬ 
monetised metal will in fact pass as metallic notes representing value measured 
in the metal which alone has the privilege of replacing the constant decrement 
of the currency. 

This important truth depends upon the converse of that general truth 
elaborated by Mr. Jevons in his “ Theory of Political Economy/' viz., that the 
ratio of exchange (what is called in this paper the place iu the scale of values) 
of any object depends upon what he calls its final utility, that is to say, the 
place in the scale of values of the portion last produced. Lot a legal tender 
currency be composed of any number of substances, if no addition can he made 
to such currency save in one particular substance, it is the place in the scale 
of values of this one substance that will, eventually, determine the place in 
that scale of the whole currency, and all the various substances composing it 
will become but notes representing this one substance ; for no addition can be 
otherwise made to the currency, and no addition will be made to it at nil 
until its monopoly value rises to such a degree as to make such addition re¬ 
munerative. „ , , , J , 

In this argument, it is assumed that fraudulent additions to the existing 
degraded currencies will be effectually prevented. The risk of such fraudulent 
additions, and the fact that, though representing value domestically, and at 
the time, such currencies are without permanent aud. cosmopolitan value, and 
therefore worthless either for storing or for exchange with other countries, are 
grave and sufficient reasons against any toleration of such a condition of the 
currency except as a temporary expedient, as they are against an inconverti¬ 
ble note currency, which even such authorities as Ricardo and J. S. Mill have 
fchouo'ht theoretically defensible under certain restrictions, the chief of them 
being the absolute’ limitation of its amount by some automatically working 
rule. 


Further, b a country where large quantities of standard coins of a parti* 
oular metal, say, for example, silver, are hoarded, it is possible that it might 
be some time," especially if the balance of trade were adverse, before the mere 
prohibition of the manufacture of this metal into fresh coin would bring up 
the value of the existing coin to that of the other metal, tlic manufacture of 
which into coins was freely allowed, and born which alone therefore the 
currency could be permanently recruited. 

We have seen— 

(1) that the laws and principles which regulate the hoarding ol stand¬ 

ard coins are entirely different from those which regulate the 
equilibrium of a currency ; 

(2) that, by the Gresham law, the cheaper of two legal tender ^curren¬ 

cies will take possession of the whole field, ousting the dearer. 

Supposing therefore that in any country silver is the standard, and that 
a large quantity of silver standard money is hoarded, then, if, in view to the 
substitution of gold for silver as the standard of value, the coinage of silver 
standard money be prohibited, and that of gold only allowed, the first effect 
must be that all the hoarded silver coins will emerge from their hiding 
places and become current again, their place being taken by gold either coin 
or bullion, ft is possible that so long as the wants of the currency are sup¬ 
plied from such hoards, the influence of the condition under which alone any 
deficiency could be supplied from without would not be fully felt. 

But with this possible reservation it seems quite clear that, unless a 
metal can be freely manufactured into coin, it is not a standard of value at 
all ; and that the existing coin takes its place in the scale of values not with 
the metal of which it is made, but with that which alone can be freely 
manufactured into coin.* 

We do not therefore hesitate to affirm that, however influential and 
experienced the authorities who speak of Germany and Holland as having now 
a double standard of value, and amongst others the Econo<ui$t does so conti¬ 
nually, they are, in this matter, certainly and altogether in error. From the 
momeut that Germany and Holland, respectively, ceased to coin silver, sil ver 
ceased to be, in these countries, a standard of value ; and the coinage of gold 
alone being freely authorised, the standard of value in these countries became 
gold, and gold only. No doubt, they must, for reasons of great, though 
secondary, importance, withdraw their existing silver standard coinages; but 
the introduction of the sole gold standard is an'accomplished fact, aud it was 
effected, instantaneously, by the law prohibiting the coinage of silver into 
standard coins and allowing only that of gold. To speak of Germany and 
Holland now as having double standards is a mere mischievous blunder, which 
it is astonishing to find admitted into the reasonings of great authorities. 

The ease of the Latin Convention is only slightly different. Since 187 i, 
the countries forming this Convention (France, Italy, Belgium, Switzerland, 
aud now Greece) have agreed, yearly to limit the amount of silver which may 
be manufactured into coins at the mints of each member of the Convention, 
Whatever amouuts of standard coins are wauted in excess of these limits must 
be manufactured in gold only. 


* (if course it is assumed that the conditions upon which recruitment of the coinage is 
allowed, are not so onerous that, ruon wit! prefer to go without coin altogether. It is tlia 
conditions upon which new metal is not only admissible hut actually in practice admittod, 
that determines the value of the whole existing coin. 
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It is clear that in its principle and ultimate effects, this somewhat extra¬ 
ordinary arrangement in no way differs from the more scientific and complete 
policy adopted in Germany and Holland of prohibiting the manufacture of 
silver into standard coins altogether. It is not necessary to repeat the argu¬ 
ments already used in respect to Germany and Holland, in order to prove 
beyond all doubt that, in the countries of the Latin Convention, as in Germany 
and Holland, gold is now the sole standard of value, and that the silver coins 
of the Convention are, in truth, nothing else but tokens or metallic notes 
representing gold. 

A large profit attends the issue of every additional silver coin under this 
system, for it is accepted as equal to a far larger amount of gold than it is 
really worth. 

Upon what principle the valuable privilege of issuing these silver notes 
has been shared^ among the members of the Convention does not appear; it 
is not easy to imagine that any satisfactory principle can have been found, 
for undoubtedly, one member of the Convention may have in effect to pay in 
gold the nominal value of the silver notes issued bv another member. In the 
scramble, Italy is, apparently, sure of the whole profit on all that she coins, 
and this at the expense of the other members; for Italy has an inconvertible 
paper currency, so that the silver which she issues will neither (no silver can) 
remain current in I taly, nor will it be hoarded. It. must therefore simply pass 
into the currency of the other members of the Convention. 

Nor is there anything to show that the profit arising from the issue of its 
share of these silver tokens by each member of the Convention is secnred for 
the State and is not left to be given away to favoured individuals, or scrambled 
for or appropriated by National Banks, Belgium has indeed, at least lately, 
secured tor the State the profit upon her share of the transaction, and France 
has done the same to some extent if not altogether, Switzerland did not coin 
her share in 1875,— a .very proper course if she alone were concerned; but a 
doubtful piece of self-denial under the circumstances of the Convention, for 
ihe tokens by which the other members profit will circulate in Switzerland. 
Upon the whole it seems that, like most compromises, this policy of the Latin 
Convention is unscientific and injurious to the members of the Convention, 
It is, in fact, as much a debasement of the coinage as any of the practices of 
old days now so unanimously condemned. 

It concerns us more to observe that it in no way alters the fact that, 
inasmuch as the manufacture of gold into standard coin is free, while that of 
silver is not free, the sole standard of value in the countries of the Latin Con¬ 
vention is gold) and that it is as much au error to speak of silver as a stand¬ 
ard of value in these countries as in Germany or Holland. The silver coins 
circulating in those countries, though legal tender in payment or on account 
without limit of amount, are in truth only tokens or notes representing gold 
and deriving their value from gold. 

VI.—Object op the employment op Money. 

Let us now investigate the effect upon transactions for the exchange of 
objects of desire of the institution of money and the authoritative appointment 
of a standard of value. 

* It appear* that before Greece was admitted, one-half of the limited amount to be 
coined was allotted to !• ranee, one-third to Italy, one-tenth to Belgium, and one-fifteenth to 
Switzerland. For 1876 that proportion is maintained for these States, and au apparently 
arbitrary amount is allotted to Greece over and above. 




We must bear in mind throughout this enquiry that, although in order 
that money shall serve the purposes for whiehit was invented, of facilitating 
the exchange of objects of desire and storing value, it is essential that it should 
itself be valuable f yet the ultimate object of those who give or receive money, 
or undertake, at some future time or times, to give or receive money in ex¬ 
change for objects of desire, is not at all to speculate upon the rise or fall in 
the value of the metal or other substances of which the money is made. On 
the contrary a principal intention with which the instrumentality of money is 
interposed is to eliminate, as far as possible, the elemeut of uncertainty which 
attaches to the future value of objects of desire in general. 

The substance which is to serve as money is choseu, primarily, because tlm 
place which it occupies in the scale of values is expected to oscillate over long 
periods, and throughout the whole world, within narrow limits. - The narrower 
these limits, the more stable the value of any substance, the better fitted, so 
far, it is to serve as money. It is only through the instrumentality of such a 
medium that any rational and practical contract can be made for the continued 
exchange of objects of desire during long periods, or to take effect after long 
periods. Contracts of this character pervade all the relations of every civilised 
human society, and affect the interests of almost every member of such a society. 
They are based upon the expectations of all parties, that the value of the 
standard, in terms of which they are expressed, will not materially change ; 
that when such a contract comes to be fulfilled, the money in which it is 
' expressed will as nearly as possible represent the same value, be exchangeable 
for the same objects of; desire, as it did when the contract was made. 

This is the very essence of the use of money as an instrument of exchange. 
To whatever extent this condition is not realised, the essential and proper 
expectation of all parties to the contract is disappointed ; and any avoidable 
action of human authority tending.to prevent this condition being realised 
would be utterly wrong. In this reason chiefly lies the wickedness of any 
tampering with the value of the coinage now universally reprobated, but, for 
centuries, thought legitimate, 

VII.— Changes tN the Value of Standard Money. 

But is it right fer a Government under any circumstances to interfere 
with the standard, of value once fixed and prescribe another standard ? If the 
definition of the object of money which, has been just given is right, then it 
seems clear that the interests of the whole community would not only justify, 
but require, the interference of the State to prevent the consequences of any 
sudden and great change in the value of the national standard of value. 

Men do not wish to speculate, and do not ordinarily speculate, upon 
changes of the value of their standard of value ; and if there should arise any 
temptation to do so, it would show that the standard had lost the essential 
qualitj” of steadfastness. There is, here, a broad distinction between the 
standard of value and all other objects of desire. When men contract for 
the exchange of any other object of desire, they take into consideration the 
probability of any change in its value. Moreover, any such change affects in 
this way the contracts of more or less numerous individuals only, not those of 
the whole community. It is scarcely conceivable that it could he right for 
the State-, under any circumstances, to interfere to protect individuals from 
the consequences of a change iu the value of any object of desire excepting the 
standard of value. 
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But the main reason for the existence of the standard measure of value 
is its presumed stability. Oscillations of its place in the scale of value, with¬ 
in narrow limits, doubtless occur continually ; and the probability thereof is 
taken into consideration when contracts are made. But if such narrow limits 
are largely transgressed, then the intention of all parties to contracts are 
defeated, and the standard itself has ceased to be fit for its purpose. 

Let us consider what would happen if there should be a sudden and con¬ 
siderable change in the value of the substance declared to be the standard of 
value in any country. First, suppose this substance suddenly and largely to 
rise in value; then there would follow these consequences •— 

(1) All debtors would pay, and all creditors would receive, more value 
than was intended by the contracts between them. ' 

(&) All hoarded money (capital held as money awaiting employment) 
would become more valuable, 

(?) Debts due by foreign countries with a different standard would be 
unjustly increased. 

Even current transactions would not, for some time, escape the influence ; 
eventually, indeed, fresh contracts of all kinds would be adjusted to the new 
value of the standard, and, provided the stability of such new value were once 
assured, it might, eventually, answer the purpose as well as the old value. 
But custom has a very strong influence upon most retail prices, and, unless a 
change in value of the standard is sudden and great, it may be a long time 
before the retail prices of many objects of desire respond to it. The prices 
of articles of universal consumption,—as, for instance, rice in Bengal, or wheat 
in Upper India, or bread in England—would, doubtless, adjust themselves 
quickly to the new value of the standard ; but the retail prices of articles of 
luxury or of a limited consumption, and the wages of labour, would follow 
suit much more gradually. Meanwhile, the buyers of such things would 
suffer, and the sellers gain. 

If, conversely, the standard of value lose value, the converse phenomena 
result,—debtors and buyers benefit; creditors, holders of capital ready for use, 
and sellers of many kinds are injured, and debts due by foreign countries 
with a different standard are undvdy diminished. 

In either case, tl:e free exchange of objects of desire, and the supply of 
human wants, are impeded by the introduction of an elemeut of uncertainty 
just where the nearest possible approach to certainty is indispensable, and the 
relations of society are seriously dislocated. 

Upon the whole, a considerable change in the value of the standard of 
value, whether it rise or whether it fall, is an unnoixed evil. If it is large 
enough, it may necessitate the re-adjustment of many of the most intricate 
relations of human society, and it must, certainly, greatly disturb them. 

It has been frequently asserted of late, even by very high authority, 
that a fall in the value of the standard of value, in a country, must stimulate 
its exports to countries with another standard. The theory upon which this 
assertion is based is, that, as it will cost so much less to provide money in 
the country the value of whose standard of value is fallen, the export of its 
produce will be profitable. But it seems to be overlooked that the prices of 
produce in the country whose standard of value is fallen, will certainly 
adjust themselves, more or less quickly, to the lower value of the standard. 
The prices of articles of great consumption, the staple articles of export, for 
instance—indeed, all wholesale prices—follow, very closely, the value 
of the standard ; so that, though the money of the country whose standard 


,i value is fallen will cost less of the money of the country whose standard 
is steady, yet it will buy less produce. So that nothing will be gamed, bo 
far, indeed, the effect produced is exactly the same as if the standard of value 
In the exporting country had remained steadfast, and that of the importing 
country had risen. . In either case, some effect upon trade may be produced 
temporarily, until prices have adjusted themselves to the new values or too 
standards, but nothing more; and, as already said, wholesale pnec-s iollow 

values very closely. , c ,,, , « 

The truth is that a mere change in the value of one or both or. la© 

standards of values of two interchanging countries will not, af ter a longer 
or shorter time, if confidence is felt in the stability of the new value or values, 
affect the result of the exchange of commodities between the two countries. 
It should always be remembered that a standard of value is only an ins.ru- 
meat for facilitating exchanges of objects of desire. A change of standard 
cannot ultimately affect the real character of such exchanges, though t ic 
inconvenience of such a change may discourage them, and if confidence is 
not felt in the new standard or standards, such exchanges may become 

paralysed for want of certainty. . , 

In. all these remarks, a change of standard includes any unusual or 
considerable rise or fall in the value of the (unchanged) substance or the 

standard, as well as a change of the substance itself. 

The truth is, we must repeat, that any sudden and considerable change 
in the value of the standard of value of a community is an unmitigated evil. 
It can add nothing to the wealth of the community in which it occurs except 
what it inequitably abstracts from other communities; and, though it may 
not directly take much from it, yet indirectly it is likely to impede that 
exchange of objects of desire with other countries which forms so large an 
element of prosperity in modern civilisation. v Domestically, it causes the 
transfer of much wealth from one set of possessors to others who have no 
claim whatever to it, and disturbs all the relations of society. 

For the sake, therefore, of the common wealth and of international 

justice, every community is bound to maintain its standard of value in a 
stable condition ; to take precautions against any considerable change of its 
place in the scale of values; and, if the standard change its value suddenly 
and considerably, even to depose it and substitute a better standard. 

It is not meant that any Government, however intelligent, wouid be. 
right to meddle with the standard of value lightly or often. As has been 
seen, the place of no object in the scale of values can be absolutely fixed and 
unchangeable ; the accepted condition of a standard is that its place in the 
scale of values will oscillate, hut within narrow but vaguely defined limits. 
Such variations are no ground for the interference of the Government, ^or 
would it, probably, be wise, or necessary as a matter of justice, for too Gov¬ 
ernment to interfere, even though the value of the standard should change 
considerably, if the change be gradual. There :s every reason for thinking 
that, in fact, the values of both gold and silver have thus been gradua iy 
diminishing for a very long period, so that they, now, each occupy a much 
lower place in the sqale of values than they did a hundred, or even twenty- 
five, years ago. To such a gradual change in the standard of value, the rela¬ 
tions of society adjust themselves imperceptibly without any violent disturb¬ 
ance ; and interference would have been unwise and unjustifiable, even 
though the phenomena had been understood, which they probably were not. 

It is when the value of the standard of value suddenly changes, or when 
its change is ascertained to be imminent, that the intervention of the hfcateia 


necessary to prevent tbe dislocation of the relations of society’', and of interna* 
tional relations, that mast otherwise ensue. 

Even then, the greatest caution is necessary lest it prove that the pheno¬ 
mena have been misunderstood; for loss, disrepute, and grave public ineon» 
vemence are the penalties of any mistakes. And, in the history of the past 
twenty five years, we find ample evidence of the difficulty of interpreting such 
phenomena, aright, and ample warning against hasty conclusions and prema¬ 
ture action. Many, perhaps most, of the experts anticipated such a perma¬ 
nent fall in tbe value of gold as the result of the great discoveries of this 
metal in California (in 1848; and Australia (in 1851) that they prophesied 
disastrous economic disturbances, and were ready to counsel the abandonment 
of gold as a standard of value. One country (Holland) actually did depose 
gold and adopt silver as its standard as early as 1847, i. e. t even before the 
Californian discoveries, and. Belgium followed suit in 1854. 

The event has proved that t he abandonment in Europe of gold for silver 
as the standard of value was not required for the reasons supposed ; for 
though, doubtless, gold has fallen in value considerably since 1848,* silver was 
never more than 3| per cent, behind gold in the process, and it has not shared 
in the recovery of gold in value since 1372. One after another the United 
States of America, and all the more wealthy nations of Europe, have been led, 
contrary to all the foreboding advice of the Economists, to give up not gold, 
but silver, as a standard of value. 

It has been shewn that the standard of the countries of the Latin Con¬ 
vention is now gold and not silver, and that this fact is not altered by the 
tmscientific compromise under which only a limited amount of silver is coined, 
silver coins in these countries in truth represent not their own real value but 
that of the gold standard, I confess that 1 find it difficult to follow M, Che 1 
valier’s argument, originated at the time when he was advocating the aban¬ 
donment of gold by France, ana still consistently advanced, that the silver 
franc is the unit of value in France. Fie may be right as to the intention 
of the law of 1803 ; bat practically, under that law, silver and gold were, 
both, standards of value in France until the door was closed to the free manu¬ 
facture of silver coin. Since then gold has been, and now is, the only stan¬ 
dard in the countries of the Latin Convention. 

The only European countries which still, nominally, use silver as their 
standard are Russia, Austria, and Spain ; I say nominally, for, in ail these 
countries, the actual currency is paper, which is not convertible, on demand, 
into the silver which it purports to represent. In such case, there is, in truth, 
no definite standard at all. The value of the paper depends conversely upon 
tbe quantity of it issued, though of course it cannot rise above the value of the 
nominal standard, if, at least, its coinage is freely allowed. Moreover in Russia, 
tbe coinage of silver is not free, but is reserved to the State, which only buys 
silver at its own price. Gold is the only standard of the United States, of 
Japan, and of Brazil. Thus, the prognostications of the Economists have all 
been neutralised by the fact that g-old in falling in value carried silver with 
it, but, in receding, has left silver behind. No one seems to have foreseen 
this. 

It does not follow, necessarily, that those who were ready to counsel the 
deposition of gold and the enthronement of silver as the standard of value of 
the wealthier European nations were wrong ; for had their advice been followed. 


* Goli first discovered iu California, 19th January 1848. 





it is certain that the effect would have been very favourable to the value of 
silver and very unfavourable to the value of gold] but there is uo reason to 
suppose that any advantage would have followed upon the displacement of one 
metal by the other ; and it must be admitted that, cceJeris paribus, gold is a 
more convenient instrument of exchange than silver. 


VIII, — Value op the Precious Metals. 

Let us now examine what circumstances give to the precious metals 
that place in the scale of values which fits them for the functions of standards 
of value. 

The conditions that fix the place of any other object in the scale o£ 
values fix also that of gold or silver. The value of gold or silver as of any 
other object, relatively to other objects, i.e., its place in the scale of values, 
depends upon the degree, or pressure of the demand for it up'n the supply. 
Any cause that, increases the demand for gold, for instance, or decreases the 
supply, will make it more valuable and raise it in the scale of values. Any cause 
which diminishes the demand for gold or increases its supply , will lower its 
place in the scale of values. It is the same with silver. Such causes, alone, 
ultimately determine the value of gold or silver or any other object. 

It is to be observed, however, that the operation of such causes is not 
always direct and simple. If an object is perishable, they operate imme¬ 
diately in the oaost manifest way; as, for instance, if a great quantity of 
fish are captured at some place where it is impossible to cure them or to 
convey them to other places, the value will depend only and immediately 
upon the demand then and there existing for the supply then and there pro¬ 
duced. But if an object is imperishable and easily moveable, tbe prospects 
of future demand as well as the present demand, the demand in other parts 
of tlie world as well as on the spot, and the existing supply already stored 
as wel 1 as the prospects of future supplies or of supplies elsewhere forthcoming, 
or in existence throughout the world, all combine to fix the value. The 
elerat-n’s at work are the same in all cases; but their operation may be of any 
degree of complexity according to the nature of the object. 

The nature of gold and silver is such that the elements operate with 
great complexity; nevertheless, no other thing ultimately fixes the values 
even of these substances. 

We have seen further, that the demand for any object of desire must, 
usually at least, precede the supply, and that, in fact, it is the demand which 
probably plays the more important part in fixing the value of an object. 
If we wish, therefore, to know why an object occupies » particular place in 
the .scale of values, it is, above all things, important to ascertain why there 
is a demand for it; in other words, for what uses, or to gratify what tastes, 
it is desired or wanted. 

Now the uses of gold and silver are, first, to serve as instruments of 
exchange ; secondly, for storing value; and, thirdly , for various domestic, 
artistic, 1 and scientific purposes. The quantities required for the third pur¬ 
pose are very small, compared with the quantities produced, and tbe demand 
for this purpose alone would not raise the value of gold and silver high in 
the scale. As touching the question of the value of these metals, this third 
use of them may be neglected. 

Tbe effective demand for gold and silver is for the fust aud second 
purposes. 




We have seen that there are natural limits to the demand for the first 
purpose ; the quantity of gold and silver used as an instrument of exchange, 
at any particular moment, fixes itself automatically, and, though improved 
methods of effecting exchanges may reduce the value required, and a rise in 
the value of these metals must reduce, and, a fall in the value must increase 
the weight required, the amount needed for this purpose is not open to any 
other influence. 

It would not be possible to ascertain the weight of gold and silver needed 
for the first important purpose, especially as we have seen that it is difficult, 
and may sometimes be imposssible, to say of particular hoards, whether they 
belong to the first use or the second use, whether they are “currency or 
hoards. But, considerable, as may be the weights of silver and gold required 
for actual use as instruments of exchange, they are probably not so large as 
might be supposed, and, however large they may be, they are strictly limited. 
Moreo ver, all the evidence goes to shew that very small quantities indeed of 
gold and silver are required to supply the wear and tear of a currency once in 
efficient order, so small that the effect of the demand for this purpose in 
contributing to give value to the precious metals or to sustain their value 
may be practically neglected. 

So far as the first use of these metals gives rise to an effective demand, it 
must be for the purpose either of supplying metallic money to countries not 
yet fitted out with such an instrument of exchange, or of making up (by 
additions of: bulk) for any Joss of value of the metals. Any demand on the 
latter account must be largely counterbalanced by (l) the improved methods 
of exchange, the tendency of which is always in the direction of a reduction 
of the bulk of the metallic currency, and (2) the occasional converse process 
of the contraction of the weight of such a currency upon an increase of its 
value. 

We have still to speak of the second use of the precious metals, viz,, for 
hoarding value. The weight andvalue of these metals that may be hoarded 
does not appear to he subject to any law, or limits ; it depends upon princi¬ 
ples so different from those which govern their use as instruments of exchange, 
that it is probably true, in a general way, that there is likely to be most 
hoarding in the country whose transactions are so undeveloped that it requires 
the least amount of the precious metals to serve as instruments of exchange. 

Still, but for the first use of the precious metals the se ;ond use would 
probably have no existence. They are hoarded and stored, because it is be¬ 
lieved that they can, at any time, be put into circulation again and exchanged 
for other objects of desire. If anything should happen to unfit these metals, 
or either of them, for the first purpose, they, or it, would be, ipso facto , dis¬ 
qualified for the second purpose also. 

If it is difficult to form any idea of the weight of gold and silver serving 
as instruments of exchange, it is obviously impossible to estimate the weight 
hoarded or stored. 

Moreover, very conflicting considerations present themselves to the mind 
which tries to forecast the future of hoarding. On the one hand, the 
influence of civilisation is adverse to hoarding, which is already reduced to 
insignificant proportions in countries where civilisation is advanced, political 
institutions are enlightened and secure, and the system of currency is sound, 
The amount of gold and silver hoarded in Great Britain is probably very small. 
Again, though there appear to he no natural limits to the amount of the 
precious metals that may be hoarded, there must be, somewhere, a point of 


saturation for each ebuntry, and so for the whole world, and, with every addi¬ 
tion made to the stock of precious metals in the world, there must be a nearer 
and ever nearer approach to this point of saturation. 

On the other hand,' the powers of the world to absorb the precious metals 
manifested during the last quarter of a century are large, and there are no 
urgent symptoms yet of their exhaustion. Immense amounts might appa¬ 
rently yet. be absorbed, in this way, in detail, by the vast populations of India, 
China, and other Eastern countries. 

During the 27 years ending with 1875, that is to say, since the discovery 
of gold in California, the value of gold and silver produced is estimated at 


from 867 to 958 millions sterling. The higher estimate is that reached by 
Mr. Hollingbeiy after elaborate investigation of the various aourods of 
information. I do not think it too high ; rather the contrary ; and consider 
an estimate of 900millions sterling oertaiuly within the mark (a). Thus, 
speaking in round numbers, the weight of the precious metals in existence in 
1848 is believed to have increased, in 27 years, by one-half. There is no 
reason to think that the metallic currencies of 1848 were generally so insuffi¬ 
cient as to impede or embarrass trade. 

There has, doubtless, been, since then, a great expansion of trade, owing 
to the development of human wants and the increase of the population of the 
world, amounting in some cases almost to the birth of new nations. Again, 
the rise of prices, or, in other words, the fail in the value of the precious 
metals, has, no doubt, necessitated the use of larger quantities of these sub¬ 
stances as instruments of exchange. On the other hand, there have been, 
during these years, great improvements in the mechanism of exchange tend¬ 
ing to economy in the use of the precious metals. 

On the whole, it seems probable that deducting the portion of the 900 
millions sterling employed in the arts, which cannot he estimated very highly, 
a large part of the remainder must really have finally settled down into the 
hoards previously existing. 

That so large an accretion should not have reduced the value of the 
precious metals more than it has done is surprising, and shows the capacity 
of the world hitherto for absorbing them. But it is plain that there^ is no 
warrant for assuming that, say, 900 millions more could be absorbed in the 
next 27 years, without a more serious loss of the value of these substances, 
and consequent dislocation of all the relations of society. We cannot but be 
much nearer to saturation poiub in 1876 than we were in 1848. 


(a) Estimates of production of gold and silver from 1849 to 1875, both years inclusive, 
OOO’s omitted— 



Gold. 

SllVEB. 

Total. 

GoLDt 

SlLVKB.S 

. :* 

£ 

£ 

£ 

lbs. 

lbs. 

Sir H. Hay* . 

Mr. Griffinf - 
Mr. Holliuglory 

In existence in 1848*7 

600,485 

673,652 

61.3,000 

600,000 

266,190 

315,000 

1,200,000 

866,625 

958,000 

1,800,000 

12,850 

12,020 

13,473 

12,572 

88,730 

105,000 

390,000 


— ITirrXs Kvi dance before Seloct Committee of the Houho of Commons on depreciation at silver. 187». 

l t? Kvldeneobcf.ro Select Committee of the House oi Commons ou depreciation of silver, 1670, 
rhls does not profess to be complete cstimate-e«3«>er 463. 

IConvertett at the os. troy. 

pattoate &y NwttMch-IIuVr of Prices, Vol. VI. page 142. 







It appears, then, that the places of the precious metals in the scale oi 
values depend almost entirely upon their use— 

(1) as instruments of exchange ; 

(2) for hoarding value; 

and that the second of these uses, though essentially dependent upori the first 
probably, on the whole, contributes more to their value than the first. 

Doubtless if ever the use of gold and silver or of either of them as 
mechanical representatives of value should he abandoned, their many useful 
qualities would still ensure to them a respectable place in the scale of values ; 
but, if this place might be expected to be well above that of the commoner 
metals, it would also, assuredly, be far below the place which, in virtue of 
their special use, gold and silver now occupy. 

Hitherto we have spoken of gold and silver together They share to¬ 
gether the fields of employment which give them value, and, till 1848, it is 
probable that both together did not more than suffice for the efficient fulfil¬ 
ment of the purposes for which specially they are required. 

The value of each of these substances relatively to the other adjusts itself 
upon the same principles which regulate their values relatively to all other 
objects. Each takes its place in the scale of values according to the compara¬ 
tive pressure of the demand for it upon the supply. 

But so long as the two occupied jointly their main field of employment, 
their relations were very close; whatever affected the value of the one affected 
also, immediately, that of the other. Accordingly, till the year 1872, the 
relative positions of silver and gold in the scale of values varied very little 
over long periods. There was, indeed a gradual divei’gence which becomes 
manifest upon an examination of the facts at distant intervals of time. But 
subject to this steady but gradual separation, the two rose or fell together. 
The great discoveries of gold in California in 1848 and in Australia in 1851 
reduced the value of silver as well a9 that of gold, and caused only a slight 
change in the relative value of the two metals. It is manifest, however, that 
the stability of the relation between these two substances was due, not to any 
mysterious bond between them, but to the fact that the pressure of the 
demand upon the supply of the one continued to bear the same relation to 
that of the demand upon the supply of the other. 

If anything should occur to contract the field of employment of one of 
the metals and to expand that of the other, their relative value must so far 
change; and the forces contributing to such change would have cumulative 
power. Not only would the expulsion of the one metal involve a reduction of 
the demand for it and an increase of the demand for its competitor, thus 
acting with double strength, but it would also throw back upon the world’s 
store of the expelled metal the stock heretofore used both as a medium, of 
exchange and for hoarding or storing value, and thus increase the effective 
supply. The remit might, of course, be counteracted by the discovery of 
some new field for the expelled metal, or by some corresponding reduction of 
original supply, just as it would be aggravated by a simultaneous incr ease of 
original supply. 

There is this peculiarity about the position of one of two or more objects 
■which minister to the same wants or desires, that as soon as the supply of all 
the objects together exceeds the demand arising out of the field for employ¬ 
ment common to all, the well-known principle of the selection of the fittest is 
prone to cause the expulsion therefrom of the least fit object. Thus suppos¬ 
ing that, till 1848, gold and silver sufficed for the due supply to the world of 



instruments of exchange and hoarding, and that, since then, they have, 
together, gradually become excessive, the law of natural selection will, if 
men do not agree to prevent it, slowly at first, and then more and more 
quickly, operate to the substitution everywhere of the more fit for the less 
fit instrument, until, if the excess supply continue and is sufficient, the less fit 
is ousted altogether and the more fit monopolises the whole field. 

There cannot be much question which of the two metals, gold and silver, 
\a, prima facie the fitter for the important purposes for which they are both 
employed, We have seen that for a substance to be a standard of value and 
medium of exchange, it must possess the following qualifications or attributes : 

First and essentially stability and universality of value; and, then 
portability, durability, divisibility, homogeneity, fitness for coinage, etc., etc 

In every one of these characteristics gold is either equal, or more or less 
superior, to silver. In no one characteristic is silver superior to gold. 

It would conduce greatly to the convenience of the human race if a 
single substance, such, as gold, could he enthroned everywhere as the staudard 
measure of value. The inconvenience of the standard of value differing in 
different nations, of there being no accepted common standard of value, is 
very great indeed. The consequence is, that there is an element of risk and 
uncertainty introduced into transactions between nations with different 
standards that may impede, and sometimes even paralyse, the exchange be¬ 
tween them of objects of desire. This evil has not, hitherto, been seriously 
felt, because, til! a century ago, silver was practically the only standard of 
value; and, since Great Britain* led the way in adopting gold as the stan¬ 
dard of value, the relation between silver and gold has, till recently, been 
really stationary. But if the relation varies largely from time to lime, the 
difficulties in the way of successful commerce between a country with a silver 
standard and a country with a gold standard are much aggravated. In such 
a case each transaction is broken up into two separate transactions —one 
referring to a silver standard, the other to a gold standard ; the want of one 
common standard for the two halves of the transactions is highly embarrass¬ 
ing, and may end in gross injustice. In fact, nations so circumstanced 
have to effect their exchanges by a system scarcely more convenient than 
barter. 

IX.—* Supply or Gold and Silver. 

It is now time to consider a question which has a most important, prac¬ 
tical bearing upon the whole of this investigation, vik, whether the existing 
supplies of gold and silver taken together are' too much for the purposes of 
currency and hoarding throughout the world; and, further, whether, if silver 
were rejected, gold would suffice for these purposes. 

It seems practically useless to consider whether silver alone would or 
would not suffice; for even if it should be found (as possibly it might be 
found) that silver would be more likely so to suffice than gold, it is, otherwise, 
so much less efficient for the purpose, and the mind of civilised nations is 
so made up for gold that it would be waste of time to discuss the claims of 
silver. 


• Great Britain ceased to coin silver for all coiners in 1799, from which date, accordingly, 
gold became the sole standard of value in Great Britain, such standard silver as existed 
passing only as tokens representing gold. But for a long time before that, silver had been 
so undervalued that gold had been the only standard of value. Gold was, practically, the 
only standard from 1717, when the proclamation, fixing the value of . the Guinea at 21#. 
was issued. 




We have already quoted estimates of the stock and production of the 
precious metals, find must now quote them again. But before doing so, it is 
right to remark that such estimates are to be trustee! only within very wide 
margins. 

To ascertain the weight of gold and silver actually in the possession of 
the human race at any date, it would be necessary to know— 

(1) the weight of pure gold and silver won from the bowels of the 

whole earth since the creation ; 

(2) the weight of each metal dissipated by wear and tear or'abrasion; 

(3) the weight of each metal irrecoverably lost by shipwreck and other 

casualties, or in forgotten hoards; 

(4) the weight used for domestic, artistic, and scientific purposes, in 

such way as to be irrecoverable. 

We do know, within a margin of say 10 per cent., the weight of gold 
and silver produced in Europe (including Asiatic Russia) and America, 
Australia, and the European Colonies in Africa since 1848, and within a 
much wider margin the weight produced in the same countries since the dis¬ 
covery of America in 1492. 

We also have some idea of the wear and tear of coins, though our know¬ 
ledge an the subject amounts to little more than this, that such wear and 
tear is very slight ; for the percentage varies according to (1) the size of 
the coins, (2) the amount of alloy, (8) the speed of circulation. Obviously 
the wear and tear of hoarded coins will be nil ; and the more duty a coin 
has to do, the greater will be its wear. 

Mr. Jevons calculates that a sovereign loses ’GOOSS of its weight in a 

year. 

Mr. Freer Herzog calculates the yearly loss— 

Upon a 20-franc piece at * .... . ‘0002 

m tv) ,, „ * . # . . * . *00043 

»» *00002 

M. Bonnet says the yearly loss by wear and tear on gold coin is gene¬ 
rally estimated at *0001. Mr. Jevons quotes experiments upon the British 
subsidiary silver coins made in 3.833, shewing no less an annual loss than— 

On half-crowns.‘00125 

shillings ......... *00200 

six-pencos . . . * . * . • . . ‘00375 

Jacob estimates the loss by abrasion and casualties on both gold and 
silver at *00288; Topke at *0025. 

These various estimates shew how very general and inaccurate is our 
knowledge even upon this subject. 

We have very little knowledge of the production of the precious metals 
in ancient times or in Asia (outside of Russia) and the interior of Africa, 
even to the present time, or of the weight used for domestic, artistic, and 
scientific purposes, except that all the phenomena go to shew that it is in- 
considerable; and we know nothing about losses by sea, forgotten hoards, 
and the like. Altogether, it is not very surprising to. find Mr. Walter 
Bagehot (Editor of the Economisl) telling the Select Committee {Question 
1391) that he does not believe! that such calculations are worth the paper 
they are written on, or that any ope knows anything about them. 





If an estimate approaching- to accuracy is meant, I should very much 
agree with Mr. Bageliot.; hut I should not be disposed absolutely to reject 
the researches of so many authorities as giving a general idea of the stock 
of gold and silver won and possessed in the world at different times. 

With these precautionary remarks, we may estimate the stock of the 
precious metals in 1848 as follows in millions sterling- :— 

Gold, Silver, Total, 

OOO 1,200 1,800 (a i 

and in millions lbs. Troy —t 
12*572 890 


» ^ i 

Since then there has s een added in millions sterling- 



Gold. 

Silver, 

Total. 

r‘ . ’, I " ', ; - V ■ 

600 

300 

900 


or in 

millions lbs. Troy— 



12*572 

97-S 



In other words, the stock of gold has doubled, and that of silver has been 
increased by one-fourth. 

But this estimate of silver is made upon the now obsolete assumption 
that silver is still worth, as in 1848, 60d, an oz. Troy : taking it at 48 d. an 
oz., the value of the whole stock would he less than 1,200 millions sterling, 
and there is no increase of value since 1818, but rather a decrease. 

Thus.the total stock now may be roughly estimated in millions sterling- 
at-— ■ . 

Gold. Silver. Total» 

1,200 1,200 2,400 

and in millions lbs. Troy— 

26 600 

At foot [ of next page (l) ] are estimates of tire annual production of the 
precious metals at various datesl 

I am inclined myself to consider Mr. Hollingbery's estimate of the 
production in 1875 not much too high. Mr, Giifen estimates the gold pro¬ 
duction of America hi 1875 at only £6,853,010. lie New York Ban Iter’s 
Mayazme for April 1876 (p, 797} gives it at §47,670,000 — to about 
£9,800,000. Probably £36,000,000 a year is a reasonable estimate of present 
production, viz., about £22,000,000 gold and £14,000,000 silver. 


(a) The upshot of Mr. Newmaroh’s elaborate estimate {History of Prices, Vol, VI, 
p, 142) is as follows :— 



Gold, millions ,L‘ 

Silver. 

In Europe and America . . . 

560 

800 

Exported to Asia .... 

62 

.378 

Total . 

012 

1,178 

But these figures take no count of Asiatic produce, nor, on the other hand, of losses 


and wear in Asia, The estimate in the text is probably lore. 




This is nearly twice the production of 1847 even by Chevalier'^ probably 
exaggerated estimate, and more than seven times the average pro dace or 

1809--8 9 as given by Jacob, , . 

Thus, then, we may roughly assume that the stock of gold won anti J n 
human possession is now double what it was in 1848; and, further, that the 
present yearly addition to this stock is more than double the yearly addition 
of 1848, The stock of silver in 1848 was in value about double that ot gold. 

Now it is probably less than equal to it. 

If we go back to 1803, we shall find the stock as follows ■ "*" 


lu millions sterling— 

Gold. Silver. 

Total. 

400 900 

1,300 

In millions lbs. Troy— 


8-382 292-5 

* 

And the yearly produce, 

In millions sterling—■ 

2,634 7,733 

10,367 


The stock of silver and its production at that time bore a higher propor¬ 
tion to that of gold than it has since done; and there rs good reason for 
thinking that, in earlier days, the proportion was higher still, bince 1848, 
the weight of gold produced has borne a much higher proportion to that ot 
silver than ever before. Lately, there has been a strong reaction, and there 
seems much ground for expecting that large as is the production oi gold 

compared with former times, that of silver will resume its old preponderance 
in weight; that it will ever again do so in value is not at present probable. 

As already remarked, there is no reason to suppose that trade in 184/, 
was impeded by a deficient currency. Prices indicate no each condition ot 
affairs. Ou the contrary, it may doubtless be assumed that of tie 500 
millions sterling added to the valho of the precious metals won and m human 
possession between 1803 and 1848, a large portion was absorbed in the hoards 

° f ^IiTAppendix V (EH H) will be found tables, which have been described 
in the principal note, prepared to illustrate prises. It is not easy always to 
reconcile, in detail, the course of prices exhibited in these tables in London ami 


(b) Estimates of production of the precious metals in thousands of £a. 


Humbold 1492*803. 
1803 

Jacob* 1809-29 . 
Chevalier* 1847 • 

Average* 1848-76 » 
Hay* 1876 • 

Giffen* 

Hollingbery „ 


Gold. 
903 
2,634 
1,598 

tio,no 

22,222 

19,600 

20,363 

25,000 


Silver. 

2,939 

7,733 

3,639 

8,720 

11,111 

16,100 

16,100 

18,000 


Total. 

3,822 

10,367 

6,237 

18,830 

33,333 

36,600 

36,500 

43,000 


» Evidence before the Committee chiefly by Mr. Giffen. 
f Mr. Glffon gives ejiparoiitly good veaian* for thinking tnm too onion. 














Calcutta. But the following* general conclusions can hardly, as it seems tc 
me, be avoided}— 

1. i'ince 1850 the prices of commodities have risen largely both in 

Calcutta and iu London; in other words, the value of both 
gold and silver have fallen largely. 

2. Till 1873 the value of silver fall less than that of gold, 

3. Since March 1873, prices of commodities both in gold and silver 

have fallen considerably ; in other words, both metals have 
recovered value, gold very much more largely than silver. 

4. The recovery of value by gold is especially marked since the 

beginning of the year 1876. 

5. But even silver has, as yet, risen rather than fal len in valuo 

since last December, That is to say, silver could be 
exchanged even now for more of most commodities than it 
would have procured in December last. 

As bearing upon the later phenomena, the recovery of the value of gold 
and silver, we know the following facts— 

First as to gold. 

Germany, the Latin Convention, Holland and Scandinavia, have all. 
eiiice 1871, adopted gold as their standard of value. 


In 1872 


* 

0 * 

«» 

• 

21 

1873 to 11th November 

* 


* * 

4 

• 

28 

'to . . ., AO jfV 1 • is 1 \ ‘7 > , 

1875 

*■ 

• 

« a 

« 


8 

to 

December 1875 . . 

• 


• a 

n 

• 

7 

In 1876 


a 

• • -y 


* 

8 


70 


•96 

9-32 

36 millions* 


France coined in— 

X87*X * * * <• * • * ® 

187 o • » • * * • » * 

France imported m 1874-75 net , , » * 

The gold in the Bank of France has increased since 1872 by 27§ millions 
sterling. . 

The Netherlands have coined, under a law which came into operation on 
1st July 1875, 4*625 millions sterling. 

Denmark has imported, since 1871, 2*441 millions sterling and coined 
1*473 millions sterling. 

Russia has coined £11,896,000 during the same period. 

About 8 millions sterling has been imported into India. 

Some of these facts overlap each other. But, on the whole, it seems 
clear that there has been recently a demand for gold in excess of the annual 
production, and that circumstances have favoured a rise in the ^alue of this 
metal. 

As to silver, the known facts would generally lead to the expectation 
rather of fi fall than of a rise in its value. 

• There has been widespread demonetisation of the metal in Europe ; the 
production has increased ; and there is a general expectation—we mav almost 
say that there is a probability— of further increase. Tni? i« 


viwii —u v uiti t 

India and tlhe East 




have absorbed less than usual. The only known facts felling' the other wav 
are comparatively unimportant. The borrowing of five millions sterling ia 
London for India must nave favoured the value of silver, and the institution 
of a subsidiary silver coinage for the fractional paper currency in the United 
States must have bad the same effeefc. But the whole amount in the hands 
of the United States Government in April 1*76 for this purpose was only 
<£2,877,000, and the entire estimated requirement is only £16,500,000. It 
seems likely, too, that this will prove an over-estimate. The French silver 
token coinage does not much exceed £9,000,000 ; and France is the only- 
country whose subsidiary coinage is on a proper footing, «.<?., legal tender 
without limit of amount against the issuer (the Government*). 

Let us now re-state the questions immediately before us, viz ,;— 

(1) Are the existing supplies of gold and silver taken together too 

large for the purpose of currency and hoarding throughout the 
world ? and 

(2) Would the supply of gold alone suffice for this purpose ? 

The estimated nominal value of the two together is— 

In 1848 ........ 1,800 millions sterling, 

„ 1876 . . .. 2,400 „ 

The estimated value of gold alone in 1876 is , . . 1,20,0 millions. 

The advocates of the bi-metallic system represented by Mr. Ernest 
Seyd in England, M. Czernusehi in France, and M. Laval love in Belgium, 
argue that the two metals together are nob more than enough to supply the 
currency of the world, and that the public interest requires that all nations 
should enter into a compact to use both together at a relative value to be 
arbitrarily fixed at 1 gold =154 silver. The opposite party represented, in 
the forefront, by the French Economists, Chevalier, De Farieu, Bonnet, etc., 
argue that silver has lost its value, and that there is nothing for it but to 
adopt gold as the only standard of value. Before stating our own view, let us 
make the following observations :— 

(1) The effect of any contraction or diminution of the supply of the 
material of money relatively to the demand for money (speaking of money 
only in the scientific sense as an instrument of exchange!) must be to raise 
the value of money relatively to other commodities in general,—in other words, 
to reduce prices. 

(2) Vice vend> the effect of any increase or excess of the supply of money 
must be to reduce the value of money relatively to other commodities,—*in 
other words, to raise prices. 

(3) Inasmuch as prices in 1876 are much higher, in other words, the 
value of the precious metals in 1876 is much lower than they were in 1848, 
a £ represents in 1876 much less value than it did in 1818. It is impossible, 
from the nature of the case, bo say exactly how much less, but it may not be 
far from the truth to say that the value of the 2, fcOO millions sterling of gold 
and silver in existence in 1876 does not exceed that of the 1,800 millions that 


* Law o*f 26th May 1864, section 6.—“The new silver coins shall be received at the 
public treasuries without limit of amount, unless by consent they may not be employed for 
the payment of private debts of move than 20 francs.” 

f It is important here, again, to draw a clear distinction between money as spoken c£ 
popularly (capital), and monov the instrument of exchange. Tne scarcity or abundance, of 
capital is a different thing from the scarcity or abundance of money as spoken of in the 
text. 






Was in existence in 1848.. That is to say, the S,400 millions sterling of 1876 
would not now exchange for more commodities than ihe 1,800 millions sterling 
of 1848 would have dime then. 

(4) Thus the additions made since 1848 to the stock of the precious 
metals then in human possession have not only sufficed for the wants of the 
increased population and commerce of the world, but have caused a very 
considerable fall in the value of the precious metals, or, vies versa, a very- 
considerable vise in the prices of commodities* 

(5) It does not appear possible to say that any particular position in the 
scale of value is the best that a standard of value could possibly occupy, or 
indeed, that one position is better than another, that, for instance, the scale 
of prices of 1876 is more .convenient and more equitable than that of 1848, 
or, vice vend. This much only may be said, that it cannot be convenient 
that the standard of value should occupy a very high place in the scale. . 

(6) What is indisputable is that any considerable or rapid change in the 
position of the standard in the scale of values is a serious evil; because it 
dislocates and disturbs all the economical relations of society. There cannot 
be a doubt that, in this way, the reduction of the value of gold and silver 
since 1848 has been an evil which has, in some instances," attained great 
dimensions. Also that any vioUnt change in the existing value would be a 
great evil. I cannot follow M. Chevalier in his argument more than once 
recently put forward, that there is no reason to fear any evil consequences from 
a largely increased production of silver (or, 1 presume, by parity of reasoning, 
of gold). The usefulness of these substances largely depends upon their 
steadiness of value. Any great change in the rate of production, or any 
other circumstances tending to diminish this stability, would unfit them for 
their chief functions as standards of value. 

(7) For the world to give up silver as a standard of value and use gold 
only as standard money, must immensely increase the value of gold, i. e., ot: 
money (for gold would, by the hypothesis, be the only money) ; in other 
words, prices would, if such a measure were adopted, fall immensely ; 
probably far below even the level of 1848. Such a violent disturbance of 

* the value of money would dislocate ail the economic relations of society, and 
would, even if it only restored the status quo of 1848, be a vast evil. The 
advocates of gold only for money hardly seem to have recognised this. They 
have partly shielded themselves under the assumption that silver may, though 
rejecter! as a standard in Europe, be yet retained in Asia, But the laws of 
value are as universal, as independent of climate, country, and race, as the laws 
of gravity. It is quite impossible that money which has lost value in Europe 
can retain it in Asia, and the rejection of silver in Europe must tend so to 
unfit it for the functions of a standard in Asia also that it cannot be assumed 
that it can or will be retained there. 

(8) On the other hand if gold and silvev were to continue to be both 
used as' money, it seems certain that the value of both must continue to fall 
us it lias fallen since 1848. The bi“metallists do not meet this difficulty. 
Doubtless, however, the evil of a falling standard of value is not so great as 
that of arising standard. There seems, however, little hope, indeed, that the 
nations will adopt the bi-metallists’ suggestion to admit silver to oo legal 
tender as worth times an equal weight of gold. At the same time, 1 
believe that there is nothing really unsound in the proposal, and that, indeed, 

it is the only remedy for the evil. 

(9) Mr. Seyd seems to be right in thinking that the recent disturbance 
of the relative values of gold and silver is due mainly, if not only, to the 
demonetisation of silver in Europe. 

s h 


It appears from the foregoing considerations that the present situation 
is a dilemma of the utmost difficulty. On the one hand, there appear to be 
very strong; objections to the general rejection of silver and the exclusive 
adoption of gold for money. The result of such a substitution must be a 
violent disturbance of the value of money which would be greatly increased, 
and the prices of all commodities greatly decreased, so that there would be 
a serious dislocation of all the economic relations of society. 

On the other hand, even if all the nations should agree, as the bi ¬ 
metallists would have them do, to continue to use both gold and silver as 
heretofore, we should have to face the minor evil of a constant and progres¬ 
sive fall in the value of money,' 

Moreover, unfortunately, no such agreement is possible, for some of the 
principal nations have already taken their own course, rejecting silver and 
adopting gold only, and it seems hopeless to expect them to retrace their 
steps. The difficulty for the rest is thus indefinitely aggravated. For the 
money of the nations who have adopted gold is raised in value, while that of 
those who retain silver must apparently fall. The effect is an arbitrary and 
unjust increase of.the value of debts due by nations in the second category 
to those in first category, and a decrease of the value of all debts due by 
nations in the first category to those in the second. 

On the one hand, there is a severe pressure upon the remaining nations to 
follow the example of those who have already adopted gold, which pressure 
must become more and more irresistible as each fresh nation makes the 
change ; while, on the other hand, the consequences to all alike of the adoption 
universally of a sole gold standard must be most serious. 

We shall show presently that the adoption of a gold standard does not, 
of necessity, involve the immediate or even early introduction of gold as an 
instrument of exchange. A gold standard can be substituted for silver, at 
once, by a simple refusal to coin any more silver as standard money, and a 
simultaneous undertaking to coin gold for all comers. Such a measure 
would be imperfect and dangerous, but it would be effectual ; and there is 
little doubt that it is the utmost that any silver standard country can hope 
for, under any circumstances, at present. 

Upon this plan, the amount of gold required for the countries which have 
still to adopt gold, and, so, the rise in the value of gold consequent upon 
their adoption of it, would be reduced to a minimum ; but still, it is impossible 
to suppose that a very serious rise in the value of gold could be avoided ; for, 
after all devices of this kind are exhausted, it is inconceivable that the 1,200 
millions of gold now in existence can do all the work of the l,8 n 0 millions of 
gold and silver of 1848 without a vast fall in prices, i.e., rise in the value of 
gold ; the currency might wait; but the hoarders would not wait. There 
would be a general impulse to substitute gold for the silver now hoarded, a 
tendency which is probably already operating widely and may be one consi¬ 
derable cause of the recent increase of the value of gold. 

The answers to our two questions seem to be— 

(1) The 1,200 millions sterling of gold in existence with the current 
production might alone do duty as the mot e}' of the world ; but not without 
an indefinite increase in its value, in other words, an indefinite fall in prices, 
and consequent disturbance of all the economic relations of society. 

(2) The 2,400 millions sterling of gold and silver together, with the 
current production, would be too much for the purpose, in the sense that their 


joint 'tm would involve a constant, though gradual, fall in the value of money, 
in other words a constant rise in prices. 

(3) If more of tha nations, aoting independently, reject silver and use 
gold only, it seems that gold must inevitably rise in value, and silver fall in 
value j so much so that the continued use of silver as money by any nation at 
all may be most difficult, perhaps impossible. 

(-1) But any agreement among the nations of the world upon such a 
subject, however desirable, is hardly possible. 

X, —Future Values or Gold and Silver. 

It is of the first importance for the objects of this enquiry to make some 
forecast of the future values of gold and silver relatively, as well to each 
other, as to other commodities. 

We have seen (1) that the value of these substances depends chiefly upon 
their use as standard money ; (2) that, subject to a very gradual divergence 
and to some fluctuations, the .relative value of the two metals remained, 
till about 1873, very steady ; (3) that since 1873 there has been a serious, 
and, latterly, a very rapid, divergence j (4) that, as yet this divergence is 
caused by rise in the value of gold and not by a fall in the value of silver ; 
(5) that this rise in the value of gold is due to the substitution of gold for 
silver, as the standard of value by Germany, the Latin Convention, Scandinavia 
and Holland; (6) that the value of the gold stock of the world has risen from 
600 millions sterling in 1848 to 1,200 millions sterling in 187G, and that of 
the silver stock has remained at 1,200 millions sterling. 

The following considerations make it probable that gold will continue 
to rise* 

(1^ Since 1848 there has been a- large growth of the population and 
commerce of the world. 

(2) There has also been a large accession to the population using a gold 
standard exclusively, 

(3) The pressure upon the other nations of the world to adopt a gold 
instead of a silver standard is very great, 

(4) The amount produced, though large, is not increasing. 

The probabilities seem to be all in favour for the present of an increasing’ 
demand for gold. 

On the other hand, there is the probability of more and more economy in 
the use of money for exchange purposes, and iess and less resort to hoarding, 
which, though useful to the community, is for individuals often a barbarous 
and unintelligent practice. Moreover, the yearly supply far exceeds the 
amount of abrasion and loss, and also, probably, far outstrips the 
growth of population ; in time it must affect the value of the stock. The 
prospect, therefore, seems to be that the value of gold will, for some time, 
perhaps, be fully maintained, and may even largely increase (perhaps we 
should say, with reference to 1843, recover), and that thereafter, it will very 
gradually decrease. This is on the assumption that the present rate of pro¬ 
duction will be kept up. Any largely increased or decreased rate of produc¬ 
tion would modify the coarse of events. 

The following considerations make it probable that the value of silver 
must fall 

(1) Silver has been already dethroned from its position of standard of 
value throughout a large part of Europe and America. 





(2) There are strong’ reasons for the expectation that the process will 

continue. . * ... . , . 

(3) The rate of production is increasing and is likely to increase. 

There seems very little doubt that, though the value of silver is not yet 
fallen, yet fall it must and will. 

XI.— Method op changing the Standard op Value. 

We have already considered the circumstances under which it would be 
r i ff ht for the State to interfere in order to change the value of the standard ot 
\alue, viz., if there were any sudden and considerable change m such value, or 

if there was an imminent prospect ot such a change. . 

To change a silver standard for gold nothing more is necessary than (1) 
to stop the coinage of silver, and (2) to undertake to coin gold for all comers, 
Upon this being done, the silver coin previously existing would pass not 
for its own proper value as silver, but as representing gold—as notes for 
sold—and, if absolute security could be obtained against any illicit additions 
thereto, there would, but for one reason, be no urgent occasion tor any further 
measures. It is the risk of loss to the community from the operations of 
coiners that would make such a condition of things inadmissible as a perma¬ 
nent arrangement j though, with vigilant precautions, this 
borne for a long period. In any case, however, a currency of this kind would 
have the grave disadvantage of being worthless, or comparatively woitriers, 
outside the country in which it circulates, or for hoarding, and, by the 
operation of the Gresham law, it would bar out the real standard com. _ 

The particular value to be given to the new unit, in case ot a change ot 
standard, is not of primary importance as regar jhfuture contracts or econo¬ 
mical relations ; but, as regards the innumerable existing and past contracts, 
express and implied, it is of the very first importance that its value should be 

* lXe<1 iTl contracts in money are expressed m the unit of val ue. If the^ unit 
of value is increased; it means an addition to the burdens of all debtors ; it it 
is diminished, it means a reduction of the rights of all creditors, - 

It is a most serious responsibility for the State to take to interfere iiu all 
with the standard unit of value j and to take any measures involving a change 
of its value is -justifiable only in a great emergency. ' 

In modern times, changes of standard have usually come about .automatio¬ 
n'll v the Government not being called upon to undertake the. responsibility 
of fixing the rate at which the change should be made. Thus, m l ranee, the 
law of the so-called double standard eventually produced a gold stam aid m \ 
no violent transition. Under this law, l part gold was declared equal to 15 
parts silver, and it was left optional with debtors to pay, at this rate, in either 
metal We have seen that, under such a system, only one metal is really the 
standard at one time, and this is the cheaper one So long as gold was really 
worth more than 151 times its weight in silver, ot course, every debtor, under 
Zltkm given him by law, elected to pay m silver and silver was the 
standard. The moment gold became worth less than 15| tmnes its weigh, in 
silver? the converse result followed and gold became the standard. Mp 
substituted for silver in France with wonderful quickness, apd then, as the 
^ml lura be^au to swing back, and gold became more valuable than 154 
times its weight of silver,"-France prevented the otherwise certain reaction by 
&£ the door to ,lv«, wittZwiug in .<h* torn debto *.<**« * 
paying their debts in silver at the rate of 1 part gold«15* silver. 




No sudden disturbance of the economical relations of society accompanied 
the transition from silver to gold, and the Government, was saved the anxious 
task of saying at what rate the transition should take effect ; but it is certain 
that the change effected was in truth a very great advantage to creditors, and 
a very great disadvantage to debtors. 

However this may be, let ns observe ; 

(!) The intention of the French law of 1803 was not at all to introduce 
a gold standard but to establish an alternative* standard. 

(2) That locking at the history of the relations of gold and silver in the 
past, which shews a constant but very gradual divergence of the values of 
the two, it was highly improbable, beforehand, that the law of 1803 would 
have ended in the expulsion of silver money from France by gold. No one, 
in fact, could have foreseen the vast gold discoveries of California and Austra¬ 
lia which led to this expulsion, and gave to France its gold standard. 

(3) That still less would it be possible to construct now a law after the 
example of the French law of 1803, which could He expected to cause the 
expulsion from any country of silver money by gold. 

If, therefore, the Government of any country now determines to change 
a silver standard for one of gold, it must accept the responsibility of deciding 
at what rate the change shall be effected, i.e., what shall be the exact weight, 
of pure gold in the standard unit of value which shall be substituted for the 
old standard unit of silver. The United States, Germany, Scandinavia, 
Holland have each in burn had to do this, The rates fixed by each country 
were as follows - 

1 Gold — 

United States ... . . (1853) 16 Silver 

Germany ....... (1871) 16.a- „ 

Holland ....... (1875) 16| „ 

Scandinavia ...... (1875) 15f ,, 

Of these rates, the only one that, at the moment of transition, fairly 
represented the relative value of the two metals was that adopted by Germany, 
and this immediately ceased to do so. The new law in Germany has benefited 
creditors and injured debtors enormously. The rate adopted by America over¬ 
valued gold at the time, causing thus an injury to all creditors and a gain to 
all debtors. The rates adopted by Holland and Scandinavia, like that of 
Germany, erred the other way. 

It seems clear that, primd facie , the rate to be taken should, ordinarily, 
be the rate in existence at the moment of transition as likely to be perma¬ 
nently modified by the transition itself, and that a departure from such rate 
is justifiable.only if there have been some sudden and violent change of the 
value of the old standard; in 3 uch ease, it might be right to go back a little 
‘o some recent and more equitable value. 

The same principle would apply if, instead of the substance , the xoeight 
only of the unit of value were changed. So much only must be added to the 
weight as will maintain but not enhance the value of the unit. 

XII.— Balance of Trade, 

In Appendix V {H H H) will be found some statistics illustrative of the 
balance of the foreign trade of India during the ten years endim-; wii h 


_ * Chevalier considers that the eil'ec: of the law was lo introduce - a silver standard ; and 
he is doubtless right in theory - t but, iu practice, the standard introduced was an elternativo 
or composite one. 




The accounts of India with foreign countries during the ten years may 
be exhibited in the following equation compiled from these statistics':— 


India,, and 'inland Asia trading through India , in- account current with the 

world, 18&6-76 in or ores of rupees. 


Dr. 

Net disbursements from the Homo 
Treasury of the Government of 
India (except debt incurred and 
repaid) 1X10,000,000 @1 s, 10*60d. 
u^Re. 1) . « • i . 

Treasure received (Net) . . , 

Balance ;—being net amount due in 
eettloment of private transactions. 


117 

78 

69 

254 


Excess of exports over imports . 
Net debt incurred by the Govern¬ 
ment of India in England, in¬ 
cluding Guaranteed Railway 
Capital » , . ’« 


Cr, 

199* 


55 


254 


This account shows that, but for the amount borrowed abroad, the net 
balance of the account to be remitted to India in^the form Of treasure during 
these ten years would have been only SJ$ crores a year. Including the amount 
borrowed in India, a considerable part of which probably came from England, 
the not treasure imported (78 crores) exceeded the net amount borrowed 
(66 crores) by only 13 crores. 

Now (1) the Government of India has determined, so far as in it lies, 
for the present to incur no more sterling debt; (8) the cost m rupees of the 
disbursements from, the Home Treasury will now bo greatly increased, and 
cannot at present be estimated at better than Re, 1=14. 8cl,; and (3) we must 
expect less of our rupee debt to be in future held by foreigners. 

The yearly account may now be expected to stand as follows » 

India, and inland Asia trading through India > in- account with the world, in 

crores of rupees. 


Dr. 

Net disbursements from the Home 
Treasury £15,000,000 @ Is. 8 d, 
suite. 1 * • • » • 

Net settlement of, private transac¬ 
tions 


18 

0 

24 


Excess of exports over imports 
Balance against India 


Cr. 

20 

4* 


24 


Not only, therefore, will India not be in a position to claim any trea¬ 
sure, but the account may be expected to be against her by four crores of 
rupees a year. This adverse balance may be reduced by a diminution of the 

® It is probable that this amount, and, consequently the balance, is exaggerated. There 
is, indeed, little security for the accuracy of the valnes of either imports or exports returned 
to Custom Houses, whether in India or elsewhere. But ^imports are believed to be more 
closely valued than exports. 







sis erores in settlement of private transactions j hut it will be increased if our 
rupee securities are transferred to inhabitants of India. Whatever the actual 
balance may be, it can be liquidated only by an increase of the excess of 
exports over imports, which increase must be got either by increasing exports, 
including the precious metals, or decreasing imports, or partly by one process 
and partly by the other. The prospect is not cheerful. 

Unless the Secretary of State borrows again, there is, clearly, at present 
no room for treasure to come to India in settlement of the accounts of India 
with the world. If silver is wanted for the recruitment of the coinage, or if 
silver or gold are required for hoarding or for ornaments, then they must be 
paid for by a still further increase of the excess of the exports over the imports 
of other commodities,, 

. - ***$» is well supplied with the precious metals, and might probably 

indeed disgorge some without great suffering. 

The net imports in the twenty-six years from May 1850 to April 1876 
were as follows :— 

, CroresofBs. 

w,o ld ..9t-60 

176-08 


270-68 


• It is assumed 


m this equation, that the fait in the gold price of a rupee to 1*. 8 d. 
.. . r appreciation of gold ; to whatever extent it is due to the depreciation of 

.7? r * excess vain® of exports would be increased and the balance against India decreased 















mm 


XXVII. 


Minute by the Honouiiable Snt William Muib, dated 6th September 

3 876. 

The argument from the existence of native currencies has, by desire of 
His Excellency the Governor General, been omitted from this Resolution.* It 
appears to me of someimportance as bearing materially on the suggestions 
of the Chamber of Commerce, 1 propose therefore to notice it in the present 
paper for the information of my colleagues, and for eventual record with the 

Resolution. . 

2,, It would, in my opinion, have been advisable to remind the Chamber 
that the British Government is far from having the entire command of the 
currency over the whole of India. There are no fewer than sixty mints 

belonging to 

* Native mints having ultimate# right of coinage. 


Hyderabad. 

Cochin. 

Poondooootta. 

Mysore. (?) 

Puttiaia. 

Nabha. 

Jheencl. 

Muleyr Kotla. 

Oashiaere. 

Kutuk. 

Baroda. 

Jotmaghur. 

Nowanaggei*. 

Porebuuder 

Barrea. 


Cbotta Oodepore. 
Loonawara, 

Soontb. 

Badbunpore. 

Cambay. 

Indore, 

Bhopal. 

Itratlam. 

•T ovra. 

SyJlana. 

Gwalior (6 mints). 
May war (5 m ints). 
Pertabgbur. 
Banswara* 
Pooudgurpove. 


Mar war (6 mints). 

Jeyaulmere. 

Bikaneor. 

K cvowlee. 

Jeypore. 

Ulwnr. 

Eishengurh, 

Dholepore. 

Took, 

Kotah. 

Jballawar (2 mints). 
Bburtpore. 

Boon die. 

Mandalay. 

Nepal. 


Native States 
within and ad¬ 
joining our terri¬ 
tories,* which 
are either now 
at work, or 
would be set in 
to active opera¬ 
tion if sufficient 
inducement were 
offered. The cur- 
o£ these 
are of 
received 
parts of 


reacies 
mints 
course 

in all transactions in their respective territories; and, even in some x 
our own territories, contracts are very generally expressed in these currencies, 
and they circulate by preference, in partial displacement of the British rupee. 

8. A«ain, a large portion of the staples of our inland and export trade is 
purchased in independent territory, and the British rupee at present is freely 
used in such purchases. Now it is plain that if an artificial value were given 
(as is desired by the Chamber of Commerce) to our rupee, and it became by 
any such mean’s scarce, over-valued, or unpopular, it would be displaced in 
all transactions in native territory by the native currencies, which might even 
(thoncrh not of course legal-tender) come still farther into popular use in our 
own districts. Such a measure would certainly stimulate coinage in the 
native mints, and bring their money into more active competition with oar 
own. And thus, instead of securing the full effect anticipated by the 
Chamber in raising the value of our rupee, it might to a very large extent 
onlv benefit Native States by placing a premium on their currencies. 

'4 Our answer to the proposal of the Chamber for stopping the coinage of 
silver is, I consider, quite complete in itself. Still 1 think it would have 
been proper to have added this consideration also, Indeed it appears to me 
to be a leading consideration which should be borne in mind in any kind of 
proposal affecting the standard of value, that we have to deal not only with 


See page 253. 








our own districts, but indirectly also with vast tracts, and with great popula¬ 
tions of varying habits and prejudices, over which in monetary matters we 
have no legal control, but which are closely associated with us by the use of 
our currency, and we to some extent with them by the use of theirs. The 
introduction of an unpopular coinage might thus produce competition and 
results, the effect of which it is impossible to foresee. 



XXVIII. 

Resolution by the Government oe India in the Finance and Commerce 

Department, —No, 3044, dated Simla, the 22ni> September 1876. 

Head again— 

Resolution No. 1367, dated 31st July 1876. 

Read— 

, A letter, dated 17th July 1876, from the Secretary to the Bengal Chamber 
of Commerce, transmitting, for the consideration of His Excellency 
the Governor General in Conned, the following two Resolutions 
adopted at a Special General Meeting of the Chans lor held on 
Saturday, the 15th July :— 

Resolutions. 

tst .—“ That the continued (lopreciatioa*'in the value of silver is n question most 
seriously affecting the political and financial interests of the country •, and 
that, in view to its very great importance, the Committee be mquested to 
address the Government, in order to obtain such information as they may be 
able to give, in regard to the policy which they propose to pursue under the 
oircu instances. 

2nd .—That the Chamber approves of the suggestion of the Committee, that it is 
expedient, in view of any ultimate measures that the Government may adopt, 
that Clause .19 of Act XXIII of 1870, making it obligatory on the Minis in 
India to receive all silver tendered for coinage, and also Section 11, Clause (6) 
of the Act HI of 1871, making it obligatory on the Currency Department to 
issue notes against silver bullion sent in, be temporarily suspended, at the 
discretion of Government; and that, during such suspension or till further 
notice, it be not lawful to import coined rupees from any foreign port." 

Read— 

A further letter from the Secretary to the said Chamber, dated 22nd July, 
forwarding copy of the proceedings of the Chamber at the Special 
General Meeting aforesaid. 

In this letter, the Committee of the Chamber, while recognising the diffi¬ 
culty of the position of the Government of India, remarks that 
ff the uncertainty that has hitherto shrouded the action of Govern¬ 
ment has been attended with serious consequences to merchants and 
bankers, and will so continue to attend their transactions so Fug 
as they are kept in ignorance of the course of action the Government 
propose to take/ 7 The Committee therefore u expresses a hope that 
His Excellency the Viceroy will, in the interests of commerce 
and of the country generally, accede the prayer of the 1st Resolu¬ 
tion of the Meeting, and make public the intentions of the Govern¬ 
ment.^ 

As to the second Resolution, the Committee point out that its object is 
“ not to prohibit coinage altogether; for that would be likely to bring 
about a collapse of credit; but to place all coinage in the hands of 


the Government to be exercised at then discretion, 0 u It appears 
to the Committee suicidal'* for the Secretary of Stale to allow the 
competition of bar silver with the rupees which he has to offer to 
those requiring money in India, and that to suspend the free eori- 
version of silver bullion into legal-tender coin is “not only a wise 
and reasonable, but a necessary, precaution of the Government of 
India to take for the preservation of their own currency, and to 
support the credit of their own loans, as well as to prevent the 
country from being swamped by silver sent iu by foreign nations, 0 

The Committee argue that the fact that, the Government of India is 
compelled “to put their Mint stamp to all silver" sent to India 
“ has given an artificial and fictitious value to silver, which would 
eeasje as soon as the law is suspended. Bar silver would then, 
gradually, fall to its own intrinsic value ; and the extent to which 
it is depreciated would be soon gauged ; whereas now, it is impos¬ 
sible to say how much its value is appreciated by our present ‘ open 
coinage system/ " 

When all Europe ie closing its door against the import of silver with 
the avowed object of having as little of the metal as possible, chon Id 
the depreciation be found permanent, it seems most impolitic/' 1 the 
Committee think, “ to keep ours wide open for the reception of an 
unlimited quantity costing the country, through our coinage laws 
far more than its real intrinsic value." The Committee “ can see 
no valid reason against 0 the immediate adoption by the Govern¬ 
ment of-the second Resolution of the Meeting, and consider that 
4< the objections brought against it have been based either on a 
misconception of its real scope, or on abstract-principles (ignored by 
other States); whereas the position of affairs is altogether excep¬ 
tional, and ordinary rules do not apply/' The Committee 
represent that “ the measures recommended in the Resolution are 
not more stringent than, (in fact scarcely so stringent as), the first 
financiers in Europe have found it necessary to adopt/' 

Lastly, the Committee point out that “ there was a third proposition put 
before the Meeting, recommending the adoption of a gold standard, 
which, in deference to the feeling aparent among members present, 
was temporarily withdrawn ; ’’ and they refer the Government to 
the debate at the Meeting upon this proposal. 

.d- 

A letter, dated 1st August 1876, received iu the Legislative Department 
from the Secretary, Calcutta Trades’ Association, forwarding a 
Memorial from the Master, Wardens, and Committee of the 
Association, to His Excellency the Viceroy and Governor General 
of India in Council. 

In this document the memorialists represent that they have, for many 
months past, been suffering great loss from the low rate of exchange, 
which bids fair to paralyse trade. The memorialists join earnestly 
with the Bengal Chamber of Commerce in urging on the Govern¬ 
ment the importance of declaring the policy it intends to pursue 
for the remedy of this evil, and pray that the policy of a temporary 
suspension •>£ the compulsory coinage of silver may receive the early 
consideration of Government. 


The memorialists farther express great satisfaction at the desire manifested 
by the Government to encourage local manufactures, and suggest a 
relaxation of the Rules against the purchase of imported stores for 
the Government* in India. 

R cad*™* 

The Report by the Select Committee of the House of Commons on De¬ 
preciation of Silver with the Proceedings of the Committee ordered 
by the House of Commons to be printed on the 6th July 1876, 

Observation's. —The Government of India has been for many months 
past, anxiously engaged in investigating the causes of the present depression 
of silver relatively to gold, and its effects upon the financial* commercial, and 
social interests of this Empire. 

2. Eor 40 years before 1878 the price of silver in London was never less 
than 59 d., and for 22 years never les3 than 60^., per ounce. From 1872 to 
1875 the price fell to nearly 56dh Since then it has fallen with alarming 
rapidity; the price of silver having been, abj one time quoted at 46(3?. per 
ounce. There has, indeed, been a subsequent reaction; but although the 
price of silver lately rose to E4 d., it has again declined; nor can any term be,, 
as yet, predicted to the continued oscillation, in the relative value of the 
precious metals. 

8. A fall so sudden, and so prolonged, in the price of the metal forming the 
legal tender of this Empire could not fail to affect injuriously its monetary 
transactions with England. The Go vernment of India has to pay, in London, 
annually, in gold, about fifteen millions sterling. The greater part of this 
yearly charge is unavoidable, and permanent. The interest, for instance, on 
the sterling debt of India, and on the capital of the Guaranteed Railway and 
Irrigation Companies (amounting altogether to about 7 millions sterling) ; 
the pensions and annuities to retired officers of the Government, both civil 
and military, and their families (about; 2f millions sterling) ; that portion of 
the military expenditure which consists of pay and allowances ; and most of 
the disbursements from the Home Treasury; — are all fixed by contract or 
honourable obligation, and cannot be reduced at discretion. A ny divergence of 
the normal relative values of gold and silver must therefore have a most 
important bearing on the finances of the Indian Empire; and should such 
divergence be prolonged for any considerable length of time, it would be 
incumbent on the Government either to raise its Revenue, or to reduce its 
Expenditure, or to resort to both these expedients, in order to restore financial 
equilibrium. 

4. In common with the Government, its chief civil and military officers, 
who, being of British birth, are under the necessity of remitting some con¬ 
siderable part, of their earnings to their native land, must suffer heavily, 
their official incomes being fixed in silver, for a given quantity of which they 
will get a less quantity of gold. Moreover, ali persons of the same nationality, 
who have placed their savings in the securities of the Government of India, 
or have invested capital in local industries, lie under a similar obligation to 
transmit a large portion of their profits to Great Britain, and are exposed to 
the same substantial loss. The Government cannot be indifferent to the 
interests of these classes. Nor are theirs the only interests affected: the 
violent fluctuation in the rate of exchange has had a baneful aud disturbing 


effect upon commerce 5 while the fall in silver, as compared with gold, has 
seriously checked and depressed the import trade. It is true that whenever 
an equilibrium may be readied, the exigencies of commerce will adapt them* 
selves to any new ratio of value between the two metals; but it maybe 
long before a stable adjustment of relative value is again attained, and 
meanwhile the mercantile world must suffer. 

5. Such being the magnitude of the evil, and such the extent and variety 
of the interests involved, the Bengal Chamber of Commerce and the Trades* 
Association of Calcutta were, without doubt, fully warranted in addressing the 
Governor General in Council on the subject, and in urging the adoption of 
measures which, in their opinion, are calculated to remove, or alleviate, the 
misfortune. The Governor* General in Council deems it clue to these Asso¬ 
ciations, and to the public at large, that, after careful consideration of the 
proposals thus pub forward, the Government should make known the reasons 
which have convinced it that none of them can at the present moment be 
adopted without inflicting on the country greater evils than those which they 
are designed to remedy. 

6. The present disturbance in the equilibrium of the precious metals must 
be due to one of the following causes— 

flj the value of gold being unchanged, the value of silver is fallen ; 
or (2) the value of the silver being unchanged, the value of gold is 
risen ; 

or (3) the value of gold is risen and value of silver is fallen ; 
or (4) the value of both metals is risen ; but the value of gold is risen 
more than that of silver j 

or (5) the. value of both metals is fallen j but the value of silver is 
fallen more than that of gold. 

The character of the remedies indicated if the disturbance is found to be 
due to a vise in the value of gold, will, obviously, differ from what would be 
suitable in the case of a fall in the value of silver ; and to enable the Gov¬ 
ernment to choose the right course among those open to its adoption, it is 
essential that it should ascertain which of these five possible causes of the 
disorder is the true cause. Should this be impossible, the Government 
must either defer action, or, if action .cannot be deferred, take that course 
which, according to its best judgment, will do the least harm to the whole 
body politic, and produce the least injustice. 

7. Now, the proposals of the Bengal Chamber of Commerce and the 
Calcutta Trades* Association, as well as nearly all the suggestions which have 
been made in the public journals on this subject, start from the assumption 
that, of the five possible causes of the present disorder, either the first is 
certainly the true cause, viz,, that the value of silver hasfalleD, the value of 
gold remaining unaltered ; or that, in any case, the disorder is directly attri¬ 
butable to the altered value of silver, irrespective of any change that may have 
simultaneously occurred in the value of gold. 

8. Accordingly, the Chamber invite the Government to take a measure 
calculated to enhance indefinitely the value of the rupee, by suspending the 
long-established legal right of all comers to have silver bullion manufactured, 
upon uniform conditions, under State supervision, into legal-tender coin, and 
temporarily substituting a system of eoiuage at the discretion of the State. 
It. is obvious that the effect of such a measure must eventually be a fall in 
prices ; which, as prices have not hitherto risen, would be an unjustifiable 
interference with private interests. 


266 

9, Silver is, at present, as it has tong been, the legal standard of value in 
India. The first condition necessary for constituting 1 and maintaining' any 
metal a standard of value, is what the Committee designate, with some 
apparent disapproval, as is the open coinage system/'* If restriction be put 
in any country, upon the coinage of a metal, the value of the metal ceases, 
\fno facto , to be the standard of value in that country. Thus, if the Gov¬ 
ernment of India, were to adopt the suggestion of the Chamber, silver would 
no longer be the standard of value in India, but another standard would be 
substituted, via., the monopoly value of the existing stock of rupees, tempered 
by any additions made to it either by the Government, or in an illicit manner. 
If no such additions were made, the value of the rupee would gradually, but 
surely, vise; just as the value of any commodity in general use, must rise of 
its supply be cut off, 

10. Under such conditions there can be no doubt that the mint stamp of 
the Government would give “ an artificial ” (though not a “ fictitious ”) 
value to every disc of silver on which it was impressed, just as it does in the 
case of any token or subsidiary coin, or as the signature of the representative 
of Govern meat does* to a currency note But the Government of India is 
unable to agree with the Chamber that, so long as silver is freely coined, on 
uniform conditions, for all comers, the mint-stamp gives any artificial or 
fictitious value to the pieces which are thus converted into rupees; except. 
in so far as the cost of manufacture, including the duty of seignorage, causes 
their value to differ from that of an equal weight of standard silver. The 
stamp of the mint certifies to the weight and purity of the silver contained in 
each disc on which it is impressed, and so saves the labour and cost of weighing 
and assaying the coin each time it changes hands ; but, except by adding to 
it the cost or the process of coinage, including the duty of seigniorage, it has 
no effect whatever upon the value of the disc, any more than have the shroffs 1 
marks upon coins, still common in some parts of India, 

11. It is essential to a sound system of currency that it be automatic. 
No man, or body of men, can ascertain whether, at any particular moment, 
the interests of the community, as a whole, require an increase or diminution 
of the currency ; still less, how much increase or how much decrease is. at 
any moment, exactly needed. No Government which aspires to keep its 
currency in a. sound condition, would be justified in attempting-that impos¬ 
sible task ; or in leaving the community, even lor a short interval, without a 
fixed metallic standard of value. Under an f< open coinage system, 0 these 
things regulate themselves without official interference, 

12. The Chamber has, apparently, misunderstood the action of the various 

European States, quoted in support of its Resolution. No European States, 
so far as the Government of India is aware, except indeed those with incon¬ 
vertible paper currencies, have, in abandoning a silver standard of value, left 
themselves without a fixed metallic standard. All those States which have 
recently abandoned silver as a standard, have simultaneously adopted a gold 
standard. When Germany ceased to coin silver, she opened her mints to 
gold. So did the Netherlands. So did the Scandinavian Kingdoms. The 
case of the countries associated under the name of the Latin Convention is 
not different in principle: their standard was alternative; either silver or 
gold, according as gold was worth mire or less than 15,} times its weight in 
silver. These countries have, now, suspended the free coinage of silver, and 
so reverted, for the time being, to a sole gold standard : but none of them, 
except tlr'se whose currency is inconvertible paper, have been for a day 
without a fixed metallic standard of value. \ 





13, It remains for the Governor General in Council to notice the argu« 
meet urged by the Chamber of Commerce, that the extent to which bar silver 
is depreciated can only be ganged if the Government of India ceases to coin 
silver for all comers j and that it is impossible to say how inaoh its value is 
appreciated by the present *• open coinage system , J * 

14. The value of every commodity—of gold and silver as much as of 
others—depends, on the one hand, upon the supply ; in the other, upon 
the demand for the commodity, and that, again, upon the uses made of it. 
The principal demand for the precious metals is for manufacture into money 
for use as instruments of exchange and for hoarding. If either gold, or 
silver, or both, were wholly deprived of this field of employment, it is impos¬ 
sible to say how low the value of either metal, or of both of them, would sink. 
The Government of India is not aware that any commodity has an “ intrinsic 
value of its own/’ apart from the demand'for its use. 

1.5. The main cause of the recent divergence of the values of gold and 
silver appears, from the evidence collected on the subject, to be the substitu¬ 
tion of gold for silver as the standard of value, and, therefore, as legal-tender 
money, by several-European nations; and there is no reason to doubt that if 
gold were substituted for silver as the standard of value, and, so, as the 
material of money, or even if the free coinage of silver on fixed conditions, 
into legal-tender money were suspended in British India, the effect upon the 
relative values of the two metals would be very considerable. But no prac¬ 
tical object would be served by endeavouring to ascertain what would be 
the relative values of the two metals under conditions so widely differing 
from those which govern the present situation, 

10, The Governor General in Council observes that the Committee of the 
Bengal Chamber of Commerce, when asking the Government of India to 
close Her Majesty's mints to the free coinage of silver into legal-tender 
money, would have advised the simultaneous adoption of gold as the sole 
standard of value in India; but that the Chamber was not prepared to adopt 
the suggestion. Such a recommendation would not have been open to the 
objections that appear to the Governor General in Council fatal , in limine, to 
the adoption of the Kesolution actually advocated by the Chamber, viz., to 
close the mints, temporarily, to the free coinage of the one metal into legal- 
tender money, without, simultaneously, opening them to the free coinage of 
the other into legal-tender money. 

17. It is, however, the opinion of His Excellency in Council that there is 
nothing, as yet, in the nature of existing circumstances, notwithstanding the 
inconveniences and anxieties which they undoubtedly involve, demanding 
recourse to a measure so costly, and of which all the requisite conditions are, 
at present, so uncertain, 

18, The divergence dow noticeable in the values of gold and silver does 
not necessarily prove a diminution in the value of silver. It may be equally 
well accounted for by a vise in the value of gold; and, in fact it is probable 
that, since the commencement of this divergence in November 1872, there 
has been an increase in the value of gold as well as a decrease in the value of 
silver. The actual values, measured in silver, of general commodities,whether 
in India or in England, afford, as yet, no evidence of any recent, sudden, or 
violent fall in the value of silver; and, if a priori considerations strongly 
indicate that silver must have fallen, such considerations also tnake it prob¬ 
able that gold must have risen, in value. 


19. Appended* to this Resolution is a series of tajbles of prices in London 
and in India, the information contained in which points to two conclusions— 

Ut .—That gold has risen in value since March 1873, and especially 
since last December. 

2nd. —That it is not shown that silver has fallen in value, i.e., as- 
compared with commodities in general, either’ in London or in 
India, during the same period. 

These conclusions are open to correction on a wider review of the economical 
causes which have been at work during the period: but they appear to 
indicate a rise in the value of gold as at least one of the causes which have 
disturbed the equilibrium of the two metals. The bearing of both conclusions 
upon the questions now before the Government of India is important, 

20. It appears to the Governor General in Council, from studying the 
Report of the Select Committee of the House of Commons, and from such 
independent investigations as he has been able to make, that the recent diver¬ 
gence of the values of gold and silver is attributable to the following 
causes :— 

(1} the substitution of gold for silver as a standard of value by 
Germany, the Netherlands, and the Scandinavian Kingdoms; 
as well as what virtually amounts to the temporary adoption 
of a sole gold standard in place of their customary alternative 
standard of sliver and gold, by the Countries of the Latin 
Convention : 

(2) the increased production of silver in the United. States of America: 

(3) the decreased demand for silver in India. 

Of these three causes, the first appears to the Government of India to have 
been, up to the present time, the most efficient, 

21. The steady equilibrium so long maintained between gold and silver 
may, doubtless, be attributed to the fact of the two metals having shared, 
without material change, the only great field for the employment of either 
of them. This equilibrium has been disturbed by the recent rapid superses¬ 
sion of silver by gold, as the standard of value, in the richer countries In 
Europe ; a fact calculated, a priori, to raise the value of gold no less than to 
depress the value of silver. 

22. As to the second cause, wV., the recent increased yield of silver in 
the United States of America, the Governor General in Council observes 
that, hitherto, this is chiefly due to the productiveness of one lode—-the 
famous Comstock lode in Nevada—the ore of which yields gold and silver in 
nearly equal values, one-twentieth part of the produce being gold. The 
contents of the lode, though vast, are yet limited. The largest responsible 
estimate hitherto made gives the ultimate yield of the out ire lode at about 
£60,000,000, of which, the silver portion would be somewhat above 
£30*000,000. From various causes, but little of the increased produce has 
hitherto been offered for sale in Europe: and excepting in the way of (a 
perbapB exaggerated) apprehension as to their future productiveness, the 
American mines have not probably, as yet, had any important share in 
ieducing the value of silver measured in gold. It is also to be remembered 
that the cost of production in these rich mines will not rale the market price 
of silver : the price will be regulated by the expense of production in the 
poorest mines which the demand for silver keeps in working: the difference 
will go as profit to the owners, and will not affect the market 


# Vide Appendix. 







pribei If the* event should prove that the price of silver is for the future 
lowered, then in proportion to such fall, the poorer mines will be closed, and 
tho production of silver to that extent diminished. 

23., As regards the third cause, m 2 !,, the decreased demand for silver in 
India, the subjoined table shows (in crores of rupees) the net imports of 
treasure- into India, by sea, since the beginning of the century j 
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24. During the third of the periods separated in this table, the Crimean 
War transferred from Russia to India a substantial demand for oil-seeds and 
fibres. 

During the fourth period, large sums of money were borrowed in England 
for the repression of the Indian Mutiny, and the American Civil *Var vastly 
enhanced the value of the raw cotton of India this enhancement was not 
exhausted during the fifth period. The circumstances of these two periods 
were altogether abnormal. 

Even during the sixth period, a considerable amount wss borrowed abroad, 
to relieve the distress arising from the failure of the rains of 1873 in Northern 
Bengal. 

During the whole epoch from 1850 to 1870, there was a very large expen¬ 
diture of capital, borrowed for the most part, directly or indirectly, in Eng¬ 
land,, on the construction of Railways and Canale in India. 

25. It is clear that, throughout the last 26 years, exceptional causes have 
operated to increase the amount of treasure required to settle the accounts of 
India with • external countries. Under normal circumstances, the yearly 
demand of India for treasure has never been very considerable : moreover, a 
large and, till lately, increasing proportion of the treasure imported has 
always been gold. Doubtless, if the abnormal demand of the 17 years, 1855 
to 1872, had been permanently maintained, it would have favourably affected 
the values of the precious metals; but it is not certain that even such s 
demand would have greatly raised the value of silver relatively to gold ; and 
its recurrence can only be anticipated if money should again he borrowed 
largely from abroad, either by the Government or otherwise Apart, however, 
from other considerations which suggest the inexpediency of adding to the 
existing debt of India, the Governor General in Council is of opinion that 
the uncertainty as to the future relative value of silver and gold renders it 
highly inexpedient that, for the present, any public loan should be incurred, 
implying future obligations to be discharged in gold : if money be needed by 
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State, for the prosecution of Extraordinary Works, it must be borrowed jia 
India, and in the currency of India. 

26. With such facts before them, the Government of India apprehend 
that if loans be no longer raised in England, the excess of the export over the 
import trade of India "will not more than suffice to meet the obligations 
arising from the Secretary of State's demands and those of private remitters 
and there consequently appears no reason to expect that India (as the 
Chamber anticipate) will be flooded with depreciated silver. 

27. On a review of all that has been advanced, the Governor General in 
Council, while deeply sympathising with the losses of individuals, and the 
disturbance of trade caused by the fall in the exchange value of the Indian 
currency, is still unable to recognise any of the proposals which have been 
pub forth as calculated to afford relief without inflicting on the country losses 
greater than those under which it at present labours. Nevertheless, the 
anxious solicitude of the Government, of India will continue to be directed to 
the subject, and to the consideration of any suggestions designed to 
ameliorate the existing evil, 

28. The investigations prosecuted up to the present moment, have led 
the Government to the following conclusions i — 

1st .—That the divergence of the values of gold and silver is not neces¬ 
sarily attributable only to a diminution in the value of silver ; 
that there are strong reasons for believing that gold may have 
increased, as well as that silver has decreased, in value; and that 
this consideration must have an important bearing on the 
action of Government, in reference to the present disorder. 

2ndlg.—- That, although it is most desirable in the interests of trade, 
that the standard of value in India should be the same as the 
standard of value in the chief countries with which India 
interchanges commodities, yet trade will not be permanently 
injured by a fall in the value of the rupee measured in gold, 
provided only that a fresh stable equilibrium of the precious 
metals be attained. 

Brily.-—' That, up to the present moment, there is no sufficient ground 
for interfering* with the standard of value. 

29. The Governor General in Council has, consequently, by the itesolution 
"No. 1967, dated 61st July 1876, and now read again, already taken other 
stops for endeavouring to bring the revenue and expenditure of the current year 
into equilibrium. Nothing has occurred, since the issue of that Resolution, 
materially to lessen the apprehensions, or alter the opinions, therein expressed 
by His Excellency in Council. 

30. Meanwhile, it is important that the Government should continue to 
use the resources at the disposal of the State for the development of the trade 
and productions of India. The Governor General in Council does not, there¬ 
fore, intend to discontinue borrowing, for the construction of public works the 
remunerative character of which is thoroughly established, as much money as 
can be judiciously expended on them ; provided always that money can be 
raised for the purpose on advantageous terms in the country itself. There 
are, in the judgment of the Governor General in Council, grave objections to 
any present increase of the liabilities of India fixed in gold. 

31. The suggestion in the memorial from the Calcutta Trades Asso¬ 
ciation, as to the purchase of stores for Government use in India, rather than 
in England, has already received, and will continue to receive, the attention of 


tbe Government, both in England and in India. Bat, whatever the condition 
of :ihd exchanges, there artf various other circumstances which must, in the 
opinion of the Government of India, be taken into consideration in the deter¬ 
mination of this question. 

32, In conclusion, the Government desires to correct an important mis¬ 
apprehension, manifested in the letter from the Chamber of Commerce, dated. 
22nd June 1876. The R2,83,20,000 provided in the estimates of the cur¬ 
rent year under the adjusting head, Loss by Exchange } was covered by the 
estimated Revenue of the year; credit was not taken for any borrowed money 
as if it were revenue; nor will the excess amount, borrowed during the year by 
tbe Secretary of State, be treated as Revenue, or set against the ordinary 
Expenditure of the year. 

Obdbbjsd, that this Resolution be communicated to the Bengal Chamber of 
Commerce and the Calcutta Trades Association, and to the Bombay and 
Madras Chambers of Commerce ; 

that copy be sent to each Department of the Government of India, and 
each Local Government and Administration ; 

and that it be published in a Gazette of India Extraordinary , 




.Despatch to the Secretary op State fob India, No. 368, dated ISlif 

October 1876. 

In oontinnation of our despatch No, 263, elated 31et July 1876, and with 
reference to the 71st paragraph of Your Lordship's review of out estimates 
for 1875-76, No. 305, dated 10th August 1876, and to the telegraphic corre¬ 
spondence of which we append copy, we have the honour to invite the attorn * 
lion of Your Lordship iu Council to our Resolution published in the Gazette 
of India Extraordinary, dated the 22tul September 1876, upon the subject of 
the consequences to British India of the present depreciation of silver in rela ■ 
tion to gold. 

2. While it seemed to us that the people of India were entitled to know 
the results of our deliberations upon a subject of such vital importance to 
them, so far as these results could be conveniently made known, we were 
restrained by obvious considerations from publishing our views and expectations 
without much caution, and reserve. But difficult and complex as are the 
questions demanding our attention in consequence of the disturbance of what 
b.ad, for so long a time, been the normal equilibrium of the precious metals, and 
diffident, as we cannot but be, of the soundness and permanence of our conclu¬ 
sions we feel it our duty, in addressing Her Majesty's Government, to discuss 
the subject with fveedom, and to communicate to Your Lordship our preseut 
convictions and suggestions, undeterred by the apprehension that they may 
be modified by the course of events. 

3. We have pointed out iu our Resolution that the present divergence 
of the values of gold and silver may be caused either by a relative increase 
in the value of gold or a relative decrease in the value of silver, and indicated 
our opiuion that it is, in fact, probably due partly to one cause and partly to 
the other. The effect upon our finances, whatever the origin of the disorder, 
is such as to cause us grave anxiety. Judging from past experience, we 
hope that if the rupee should prove to be permanently worth Is. 

our existing reveuu.es would be found, on an average, quite sufficient to 
support our existing ordinary expenditure. But we could expect no material 
margin to cover the many contingencies which the Government of so ex¬ 
tensive an Empire must be prepared to meet, nor any surplus to reduce, 
in years of peace and prosperity, our debt incurred in past times of war and 
of seasonal calamity. 

4. Moreover, it is our established practice—-a practice enjoined upon 
us by Her Majesty's Government, and which is indeed plainly dictated by 
prudence—to frame our estimates so cautiously as, in effect, to reserve for 
unforeseen contingencies during the year some margin of revenue iu excess 
of the surplus shown by the estimates. Unless this policy be abandoned, our 
accounts will continue to be, as they have for some time been, and as in our 
judgment they ought to be, somewhat more favourable than the estimates. 
In other words, if, with the exchange at Is. wo can expect only a bare 
equilibrium of revenue and ordinary expenditure upon the accounts, we couid 
not (without changing the principles on which our estimates are framed; shew 
the desired surplus upon the estimates, with a less favourable exchange, prob¬ 
ably, than Is. 9 d. the rupee. 

5„ Should the value of the rupee fall permanently below Is, o j®., a con¬ 
tingency which certainly at the present time cannot be regarded as impossible, 
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then, in order to maintain financial equilibrium, it would become necessary 
for us to adopt measures either for raising the value oL’ our standard, or for 
reducing our ordinary expenditure or increasing our revenues. We calculate 
roughly that for every 14. by which the sterling equivalent of a rupee may 
fall below 1#, $\d., we shall be compelled to improve by one c r re of rupees 
the balance of our account excluding the extraordinary expenditure. 

6. To whatever extent the decrease in the sterling value of the rupee is 
caused by an increase in the value of gold, there is a, direct addition to the 
burden of the liabilities of India to dr eat Britain, the main item of which is 
the great sum disbursed yearly, under fixed conditions, from our Home Trea¬ 
sury. At, addition to the liabilities of India arising from an increase in the 
value of gold, so fur as it affects the State, can be legitimately met ouly by an 
equivalent improvement of the account of revenue and ordinary expenditure, 
i.e.f either by an increase in the revenue or a dec tease in the ordinary expend¬ 
iture ; there is no way of avoiding this necessity. To meet atiy obligation 
thus caused by raising the value of our standard unit of value would* we coin¬ 
ed! ve, be an especially vicious form of class-taxation; for the burden of it 
(while virtually raising the demand of Government oil those who reap the 
products of the soil) would fall exclusively upon the poor and indebted, the 
rich and creditor class benefit ting, like the State, at the expense of the rest. 
We should consider this expedient quite inadmissible. 

7. On the other hand,.to whatever extent the decrease in the sterling value 
of the rupee may be due to a decrease in the value of silver, there is. (apart 
from the increased ofiargo necessary to meet our obligations at Horae in gold) 
no real addition to the sura of the liabilities of the country, and what is called 
for is a re-distribution of these liabilities, not involving, on the whole, any 
increase of taxation or, directly, any decrease of expenditure. Such re-adjust- 
meut could only be made thoroughly by a restoration of the lost value of the 
standard unit of value; but this would be a costly measure beset with serious 
obstacles and fraught with difficulties, the formidable character of which must 
not be underrated. 

8. We consider it certain that, if we should find it necessary to make any 
change in our staudard unit of value, it would be incumbent upon us sooner 
or later, and more or less quickly, to call in our old currency, and, directly or 
indirectly at the public expense, to. substitute a new currency representing the 
new standard by real value. Our present standard unit of value would, doubt¬ 
less, immediately cease to exist, i£ we were simply to cease the manufacture of 
eoius of this standard; and provided only that wo did not annex conditions so 
severe that they could not be profitably accepted, any new standard that we 
might adopt would be established at once by the mere act of opening oar mints 
to the manufacture of eoius of the new standard alone, upon fixed and uni¬ 
form conditions. Our existing full -legal-tender coinage would, if we author¬ 
ised the manufacture of uo new full-legal-tender money, represent domestic¬ 
ally a new standard, the value of which would be the monopoly value of the 
existing stock of eoius. If we introduced a new and more valuable standard, 
the existing coins would represent domestically the new standard, just as the 
full-legal-tender silver coins of Frauce, and her associates of the Latin Conven¬ 
tion now represent domestically not their own independent value, but that 
of the coins of equal nominal value in gold, which is, for the time being, the 
sole monetary standard of those countries, 

9, We are thus quite aware that our standard of value might be enhanced 
without any immediate change in the body of our currency; and that we 




mighty fora time, enjoy many o5- the advantages of a gold standard, without 
undergoing the expense of introducing a gold currency. But vie wholly die* 
trust the advice and conclusions of those who think that such a state of things 
could ho tolerated permanently, or even for any considerable length of time ; 
in other words, that we could introduce an enhanced standard, .and yet, inde¬ 
finitely, escape the obligation to introduce an enhanced currency. So long as 
the currency of a country is out of accord with the standard, the country is 
exposed to all the evils of an inconvertible paper currency : the value of its 
money abroad differs from its domestic value, and the community is exposed 
to the depredations of coiners and forgers. It is not, we conceive, necessary 
for us to multiply arguments on this point : but we must record our deliber¬ 
ate conviction that, although we could, hardly, under any circumstances, hope 
to effect an enhancement of our standard of value, without being compelled to 
endure, for a time, the evils inseparable from a currency not truly represent¬ 
ing the standard, it would be our imperative duty to adopt immediate and 
definite measures to bring this state of things to an and, within a specified 
time, by the introduction of a sound currency, that is to say, of a currency 
representing the standard by its own independent value, abroad as well as 
at h°ino* 

10. The cost of an enhancement of the standard of value in any country 
must depend (1) upon the nature of the particular enhancement made, and 
(2) upon the volume of the currency to be superseded, A mere addition to 
the weight of the existing unit of value would enhance its value without any 
concomitant depreciation of the material of the superseded currency,, which 
would rather gain in value by such a measure. For example, the weight of 
fine sil ver in a rupee might be increased from 165 to 1814 or 193 grains (i.e.) 
bv 10 or 20 per cent., without any injury to the value of the silver in the 
present rupees which it would be necessary then to call in ; on the contrary, 
such a measure would be favourable to the value of silver in every form 
including the silver in the disused rupees. But the substitution of gold lor 
silver could not but have an unfavourable effect upon the value of the rejected 
metal in every form, including the metal in the superseded coin Thus if 
for 10 rupees containing 1,650 grains of fine silver, we should substitute 
a gold piece of 10 rupees containing 98*878 * grains of flue gold it is 
impossible to estimate the extent to which the value of silver, and, therefore, 
of the superseded silver rupees, would be depressed, 

11. The cost of any enhancement of the standard unit of value in a 
country is the difference between the value of the material of the new cur™ 
renev plus the expense of its coinage (not including seignorage) and that of 
the material of the old enrreucy which must be withdrawn, after its demonetis- 
•rt<on • and, as already said, a mere addition to the weight of the unit without 
*i charge of its material would, probably, be much leas costly than a change 
of the metal itself. -But whichever method be adopted, the actual cost of the 
measure must be in proportion to the volume of the disused currency. Upon 
this point we observe that as 216 crores of rupees have been coined m India 
since May 1835, and 166 crores since May 1850, there seems no room for 
doubting, after all allowances are made for the disappearance of our coined 
silver through exportation, losses, or domestic conversion to other uses that the 
volume of the existing silver currency of British India is large, and that the 
expense of withdrawing it would be great. 


At this rate Ke. 1—ls. 9d. Sea infra, para. 16. 










12, We can hardly estimate the coined rupees now in existence at lean 
than 200 orores. The coat of enhancing the value of this mass of coin by 
adding to the fine silver in the rupee would depend of course upon the weight 
added ; an addition of 10 per cent, would cost 20 orores, an addition of 
20 per cent, would cost 40 crores of rupees ; and there would be the farther 
cost of coining tue new rupees to the extent to which they might be 
demanded. 

18. The cost, of substituting a gold currency for the existing 200 crores 
of rupees would depend— 

(1) upon the weight of the new gold unit of value and the value of 

gold relatively to silver after the announcement of the 

measure ; 

(2) upon the volume of the silver subsidiary or token currency which 

would be necessary ; 

(3) upon the value of the rest of the silver in the present coinage 

which must be called in after its demonetisation. 

Upon the first point it is important to observe (a) that no enhancement of 
the standard unit of value is admissible beyond the point necessary to regain 
a value lately and suddenly lost; in other words, the Government might, 
upon adequate occasion, be justified in taking measures to restore to the 
standard unit of value, value quite recently lost, or to prevent an anticipated 
loss of its value, but nothing more; (b) that it would be necessary to. take 
into consideration the effect upon the value of the reformed standard unit, of 
value of measure so adopted. The value of gold would be surely enhauced by 
the substitution of gold for silver as the standard of value, and, so, as the 
material for the legal tender coin of British India; in fixing the weight of the 
gold unit of value to be adopted, it would be necessary to bear in mind this 
certain concomitant enhancement of the value of gold, 

14. To raise the standard of value of any country above its actual or 
very recent value would be a breach of the public faith. Innumerable con¬ 
tracts are made, day by day, upon the basis of the standard unit of value and 
in the faith that no change will be made in the standard : the parties to such 
contracts must accept the risks of any natural and fortuitous changes in the 
value of the standard of value ; but although the State might, upon sufficient 
cause shown, properly and with benefit to all concerned, interfere to prevent, 
by its own act, future violent changes in the value of the standard, it could 
not, without injustice to numerous private interests, carry any such adjust¬ 
ment far backwards. 

15. It is especially important to observe that the State would have no 
right to change or enhance the standard unit of value either for the beuefit 
of the public revenues, or of any class or classes of the community, however 
influential or valuable, or on any ground other than that the relations of the 
whole community were so disturbed by the alteration oi the value of the 
standard that the common weal required its re-adjustment. 

16. Bearing in mind these several considerations, and remembering the 
consequences, affecting the value of gold, that must follow iu other countries 
upon the introduction of a gold standard into British India, it seems to us out 
oi the cfuestion to expect that it would, under any oircumstances now conceiv¬ 
able, be proper for the Government to adopt a gold standard unit based upon 
the common popular assumption that the proper value of the rupee is one- 


tenth of a pfcttnd sterling ; the highest estimate of what might, now, be a 
proper sterling’ value for a new gold standard unit of value in British Indies 
could hardly exceed Is. 9d> For the present, however, it is only necessary to 
remember that, inasmuch as the country must, eventually, bear the lose 
of the value of the called-in rupees as compared with that of the new standard 
unit, the cost of the measure would depend, in one aspect, directly upon, the 
value fixed for this new unit, whatever it might be. 

17. The second element which must be calculated before any estimate Can 
be made of the cost of substituting, in any country, a gold for a silver 
Currency, is the amount of silver that would be required for the subsidiary or 
token silver currency. This amount cannot be ascertained by any general 
rules., but would depend upon the population, the wealth and the habits of 
the country and upon the character of its currency. The nominal value of 
the stiver token currency of Great Britain {estimated population 33,000,000) 
is supposed to be about £19,500,000, all coins below the half-sovereign being 
tokens. In France [estimated population 35,000,000) token coitis to the 
nominal value of only £9,167,213 in all were struck from their first 
introduction in 1864 to the end of 1875, but in France there are full-legai- 
tender 5 franc pieces (=4$.), and the largest token coin is the 2-franc piece. 
In Germany {estimatedpopulation. 43,000,000), where the lowest, full-legal- 
tendor piece is 5-marks (say 5 shillings), silver token coins of the nominal 
value of £14,148,554 had been struck to the 12th August 1876: the total 
amount that Germany will require is still matter for conjecture; but the law 
authorises the issue of 10-marks a head of the population, or, at present, 
£21,500,000 in ail. The Resolution of Cong ress, dated 24th July 1876, 
fixed the maximum nominal value of the entire subsidiary currency of the 
United States of .America {estir aied population 42,000,000), where the 
smallest full-legal-tender coin is the dollar (=4a.) at 50,000,000, or say 
£10,000,000. Doubtless, however, the volume of the subsidiary coinage of 
British India with its vast and poor population {estimated at 185,000,000), which 
must in the greater part of the transactions of life make use of a material 
less costly than gold, would be large and, perhaps, for present purposes, wo 
may estimate it at 30 crores of rupees, 

18. If so, upon the assumption already made, that there are now 200 crores 
of legal-tender rupees in existence, the cost of the measure would be 170 
crores of the new rupees less the value of the 52,646,4001b, troy of 
standard silver contained in the superseded rupees, and plus the expense of 
manufacturing the new coins. To complete the calculation* it would be essen¬ 
tial to estimate what the value of silver measured in gold would become, if 
gold should be substituted for silver as the legal standard of value in British 
India; and this can only be subject for speculation. At 2s, 6 d. an oz„ the 
standard silver in 170 crores of rupees would be worth £78,969,600. Upov, 
the whole, it seems impossible to mention any sum under 100 crores of 
rupees as the estimated cost of substituting gold for silver as the standard 
of value, and, ultimately, as the material of the full-legal-tender coinage of 
British India : and, considering the wide-spread demonetisation of silver 
that would probably ensue in other couutries, the cost might, very likely, 
be much more. 

19. The question still remains for discussion, whether the cost of any 
measure for changing the standard of value and the material of the full- 
legal-tender coinage of British India should fail upon the public revenues 


in.* upon the holders of the coinage. Regarded broadly as affecting the 
interests of the country as a whole, it is not of such importance, as might at 
first sight appear, how this question is decided; for, whether it be defrayed 
from the public revenues o; from the property of individuals, the loss must 
inevitably be borne by the country. But, in our present judgment, there 
can be no doubt that if the standard of value and the currency are, for the 
public weal, changed by an act of the Governmen t, the entire cost of the 
measure should, in justice, be borne by the State, and should not fall upon 
the individuals who happen to own the currency when it is called iu. If the 
value of the standard of value is reduced by some accident or some external 
circumstances over whioh the G-ovemmeut can exercise no control, there is 
no reason why the State should hold the possessors of coin harmless from 
the consequences; but it would be a breach of the public faith if the Govern¬ 
ment were, by its own aot, to reduce the value of the existing currency 
without indemnifying the holders. 

20. If our views are so far correct, the case stands thus : There is much 
reason to apprehend that, for the present, even if we were to change the 
standard unit of value, and if there were no further national demonetisations 
of silver, the rupee would be worth little more than la. bd sterling. If 
we had been obliged to estimate for the entire supply of the Home Treasury 
this year at this rate, borrowing nothing in sterling money, there would 
have been a deficit upon our estimates of B78,40,000 ; and this, although 
our estimates were, in some respects, fuller than is customary. After a 
careful examination of the condition and prospects of our existing sources 
of revenue, wc oannot anticipate any considerable or rapid improvement in 
them. If therefore we are to calculate upon a future exchange of H. 8 d. t 
we must either increase our revenue or decrease our ordinary expenditure by 
at least half a crore of rupees a year. We fear that it is by no means an 
excessively desponding forecast, lhat if, eventually, measures for reforming 
the standard should take the shape of an increase to the weight of the fine 
silver in the rupee, they would not cost the State ultimately less than 
40 crores, and, if they should take the shape of a substitution of gold as the 
standard of value, 100 orores of rupees, 

£1, Briefly, upon a moderate view of the situation, we cannot estimate 
at less than 5y* crores of rupees the yearly improvement necessary in the 
relation between our revenue and our ordinary expenditure, to enable us to 
adopt gold as our standard of value and thus restore our currency to the com¬ 
pletely sound condition attainable only by this measure. We might possibly, 
in case of need, effect a considerable improvement in the standard by adding 
20 per cent, to the weight of hue silver contained in our unit if we had 2|f 
crores at our disposal annually in excess of our existing resources.^ The 
sterling value of the rupee must fall to is. 6-fyd. (standard silver 47'0Zd. 
the oz.) before our financial state could be as bad as it would be if we were 
compelled to add 20 per cent, to the weight of fine silver in the rupee ; and 
to U. 8p. (standard silver 4l*02d. the oz.) in order to place us in the finan- 


* Deficit, apart from tho reform of 
the currency * 

Interest on 100 croros of rupees 


Crores. 
* 




f Deficit, apart from the reform of 
the currency . . . 

Interest on 40 crores of rupees 


Crores. 
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cia’. coudition in which we must expect to iind ourselves after introducing » 
gold standard and a gold currency, 

22. It may be well, however, to examine further the relative advantages 
of an addition to the weight of fine silver in the rupee, and of a change to 
a gold standard and currency. We have shewn that the former alternative, 
^improvement of the silver standard unit of value, would probably be 
much the cheaper : but its actual cost would be uncertain, and there would 
be a want of finality about the measure that would make it, as a currency or 
monetary device, vastly inferior to the adoption of a gold standard: indeed, 
in the opinion of our honourable colleague Sir William Muir, this is a -remedy 
which, under no probable contingency, the Government would be justified 

in adopting. , , „ , , 

28, The adoption of a gold standard would be a far more complete 
remedy; but it would be indefinitely costly, and it would have the grave 
disadvantage of operating directly to raise the weight of our net foreign 
obligations. The yearly disbursements in England on behalf of our Govern¬ 
ment alone cannot bo" estimated at less thau 15 millions sterling, a large 
part of the component items being more or less permanently fixed. The 
means for these disbursements are supplied, ultimately, by the export of 
Indian commodities which are, directly or indirectly, exchanged for gold. 
Any rise in the value of gold would necessitate a corresponding addition to 
the quantity of commodities which must be supplied by India for this 
purpose, and is therefore opposed to the interests of India. 

24, ' Moreover, the condition of the account between India and the 
external world is such that we cannot but regard any such increased demand 
upon India with apprehension. In paragraphs 23-—26 of our Resolution, we 
have adduced reasons for thinking that, even in the past, if we had borrowed 
no money, directly or indirectly, from abroad, there would have been but 
small balance in favour of India, upon the account between her and the 
external world. In the last quarter of a century, it appears that, but for 
the accidental enhancement of the value of our cotton exports, owing' to the 
American Civil War, there would have been no such balance at ail. In 
further illustration of these facts, we present a statement of the principal 
details of the account between India and the external world for the ten years 

ending the 31st March last. . . . 

25. An abstract of these statistics may be thrown into the form ot an 

equation as follows 

India and inland Asia trading through India, in account current with the world 
beyond sea ; 1866 to 1876 {in crons of rupees). 

Cr. 

Value of oxporfcs in excess of 
value of imports. Commo¬ 
dities other than treasure . 199 

Net amount borrowed by the 

State, directly, in Eugland . 55 


25 4 . 


m. 


Not imports of treasure « 78 

Net disbursements from the 
Home Treasury of the Gov* ^ 

ernment of India. . • 117 

Balance, being tho net result of 
all other transactions, private 
and publio, including tho rupee 
debt indirectly incurred 
abroad ...» 59 

254 


‘26. The average annual disbursements of tbe Homo Treasury, in future, 
can hardly bo oalculit^jj at Jgsb than 13 millions sterlingbssidos payments for 
stores,* being, at It, 8 d. the rupee, I5|- erores of rupees. If, therefore, there 
bo bo further additions, direct or indirect, to our public foreign debt, the 
average account of India with the external .world, in the future, may be 
expected to be as follows ~ 

India and inland Asia trading through India, in account current with the 
world beyond sea j annual average {in erores of rupees). 

Dr, 

Net disbursements from the 

Home Treasury . . . I5-| 

Net settlement of other transac¬ 
tions, public and prirate . 0 

Tor ail . 211 

27. It is assumed, in this equation, that the net yearly average amount 
of private remittances to Great Britain is 6 erores of rupees, which is tbe 
average deduced from the foregoing decennial account. The amount has 
been estimated, on other grounds, at a considerably lower sum, viz,, 4J erores; 
but supposing we were to take it as low as 5 erores, and the rate of exchange 
as high as Is. 9 d,, the two sides of the equation would be nearly balanced : 
in other words there would be ho excess of obligations in favour of India, to 
be met by payments in bullion. It is further assumed that the fall in the 
sterling equivalent of a rupee to Is. 8 d, is wholly due to the appreciation 
of gold; to whatever extent it is actually due to the depreciation of silver, 
the number of rupees required to exhibit the excess value of exports would 
be increased, and the balance against India decreased, without any increase of 
the quantity of the net exports. On the other band, any further appreciation 
of gold would aggravate the balance against India, which must be redressed 
either by a reduction of imports or an increase of exports. 

28 , There is clearly no probability of any large influx of treasure into India 

in the early future; and, without severe sacrifices, India could not, at present, 
meet much heavier obligations in gold than she now does. If, indeed, the 
present disorder in the exchanges is due; as is so widely supposed, only to 
a fall in the value of silver, the account between India and the external 
world will eventually not be in any way injuriously affected. It is the value 
of gold, and hot of silver, that chiefly affects the interests of India in her 
account with the rest of the world: she is burdened with a heavy load of 
obligations fixed in gold, and her interest is, therefore, strongly opposed to 
any increase in the value of that metal. A. large decrease in the value of 
silver would involve India in painful domestic re-adjustments, and serious, 
though limited, direct loss iu the value of her stock of silver; but; owing 
to her heavy foreign indebtedness, a fall in the value of silver could hardly 
be so injurious to her as a corresponding increase it. the value of gold. It 
seems to be of primary importance that this should be thoroughly apprehended 
in considering tbe question of a gold standard. 


*•-Noth. —The value of stores imported on State account is included iu the value of 
imports set off in calculating the value of the net exports, and must not, therefore, be 
counted again in the disbursements from the Home Treasury. 


Excess valuo of exports, other 
than treasure exported iu 

settlement of the Account . 20 

Balance against India . . l § 

Total . 21 £ 
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29. Bound up with tbe arguments thus adduced, is the question whether, 
in fact, India could adopt a gold standard, without causing so considerable 
an increase in the general value of gold ; in other words, so large a 
decrease in general prices, as, apart from its more immediate effects upon 
the foreign obligations of India, might, produce serious economic disturbances 
not only in India but in the world at large. 

80* It seems highly probable, as we have already remarked, that the 
rejection of silver by British India as a standard of value and as the material 
of fulHegal-tender money, would cause so great a fall in the value of this 
metal that it would be impossible for other civilised nations to continue to 
use it as full-legal-tender money ; so that the adoption by India of a gold 
standard would probably involve its adoption by various other countries. 
Doubtless, the calculations made by Humboldt, Jacob, and others of the stock 
of the precious metals in human possession at different periods do not pro¬ 
fess to be precisely accurate, and cannot be trusted within wide limits. But 
there does seem good reason for thinking that, counting silver, as in 1848, 
equal to one-fifteenth-and-a-hal£ part of its weight in gold, the stock of gold 
alone now in human possession does not exceed two-thirds of the stock of 
the two precious metals together in 1848, i.e., before tho discovery of gold 
in California. Prices in 1848, measured in either metal, were unduly low; 
and, since 1848, there has been a vast expansion of the population and 
commerce and wealth of the world. After making large allowances for the 
simultaneous development of various expedients for dispensing with the in¬ 
strumentality of metallic money and for the much cheaper production of 
many general commodities, there appears to be ground for grave apprehen¬ 
sion that the metallic money of the world could not now, Without revolu¬ 
tionary results, he supplied by two-thirds of the stock in human posses¬ 
sion in 1848. 

81. Wo should not, perhaps, pass without notice the suggestion that we 
might raise the value of our standard unit of value by increasing the duty 
of seignorage, without any alteration in the weight or substance of the unit 
itself. This is, doubtless, true-within limits; though it would be always 
uncertain how far any increase of seignorage would cause a further fall in 
the value of silver, and, to whatever extent this result might be produced, 
the object in view, the enhancement of our standard, would not be attained. 
Subject to this drawback the expedient might perhaps be entertained as a 
temporary measure only, preliminary to au addition to the weight of pure 
silver in the rupee, and pending the ascertainment of the proper addition to 
be thus made which could not be settled until tho true permanent value of 
silver under its new conditions was known. Tbe objections to this method, as 
a permanent arrangement, appear to us to be insuperable : they are of the 
same character as the objections to an inconvertible paper currency, viz,, that 
the currency would be exposed to the depredations of coiners and forgers, and 
that its domestic value would differ from its foreign value. 

82. One other consideration should not be overlooked in relation to all 
measures affecting our currency, namely, that, as pointed out by our 
honourable colleague Sir William Muir, in a Minute attached to our 
Resolution, though not published, it is not easy to foresee the effect of any 
change of our currency upon the operations of the mints of Native States, 
whoso eoins circulate more or less freely in some parts of our territories, 

33. We have deemed it our duty thus to examine tho arguments for and 
against the several possible methods of enhancing our standard unit of value. 


because serious as is the existing divergence of the value of silver and gold, 
it is possible to suppose that it has not yet attained its greatest or permanent 
limits: it behoves us,, therefore, to determine, as much as possible, beforehand, 
what our policy should be in the event of a further considerable fall in the 
value of silver measured in gold, or even in general commodities, 

84. We have announced in our Resolution that it is not our intention, 
at present, to increase our sterling liabilities, if we can possibly avoid doing 
sp. In this decision we understand that we ave carrying out Your Lordship's 
repeated instructions, and may count upon Your Lordship's cordial support 
and concurrence; but, in this case, as we have already shown, there is little 
probability that any considerable amount of the precious metals will be due 
to India, in settlement, of her aeoounf with the rest of tlie world. The conse¬ 
quent anticipated cessation of demand for silver in India will evidently, 
so far, exercise a, disadvantageous effect, on the future value of silver relatively 
to gold. 

||| 85, The future production of silver in North America is uncertain. 
There docs not appear to be, as yet, any definite and positive ground for 
anticipating the discovery of other deposits equal iu richness to the Comstock 
Lode, At the same time, there seems some reason to apprehend that the 
mineral occurs abundantly, if not profusely, throughout the region between 
the Missouri River and the North Pacific Ocean; and we fear that it is not 
an improbable expectation, that, in the hitberto-unexplored parts of this 
region, further discoveries may be made. In any ease we cannot, reasonably, 
count upon any early diminution of the present rate of the supply of silver. 

86 . But it appears to us that at present the future value of silver, 
relatively to gold, chiefly depends upon the course which may be adopted in 
regard to the metal, by the countries associated under the name of the Latin 
Convention, and, in a secondary degree, by the United States of America.. 
The volume of the metallic currency of France is exceptionally large; and, do 
long as the French Monetary Law of 1808 was in force, the value of silver 
could not fall below one-fifteen th-aud-a-half of its weight in gold, without 
the immediate influx of silver into, and efflux of gold from, France, until the 
value of silver, relatively to gold, was regained. The provincial closing of 
this avenue to the employment of silver points to a contingency which, in our 
judgment, would bo more directly injurious to the value of silver than any 
other recent event, 

37. The course which France has up to the present time adopted, leaves 
her with silver money estimated to be worth, nominally, about 88 millions 
sterling; and the question which, we think, most immediately concerns ua 
is what will be the future monetary policy of France. If France and her 
Associates of the Latin Convention should revert to their customary 
alternative standard, it is conceivable that the United States of America 
might follow their example, and that we might witness a very considerable 
recovery of the value of silver; but we car. hardly venture to hope that the 
French people will elect this policy, involving, as it must do, the exportation 
of gold from France aud its replacement by the far less convenient metal. 
On the other hand, it seems very questionable whether France can stay in 
the middle course which she is now pursuing, and adopt, permanently, a gold 
standard with one-third of her fnll-legal tender currency silver. It seems 
probable that, as soon as France resumes specie payments, the operation of 
the Gresham law upon the present, constitution of her currency, must cause 
the expulsion of the more valuable gold by the less valuable silver, as surely 
as would, the restoration of the Law of 1803 itself. There is, therefore, 


ground for apprehending that France must, before long, elect between a 
reversion to the alternative standard and the demonetisation of her 88 millions 
sterling worth of sil ver coin, and we fear that it is more probable that she 
may adopt the latter than the former alternative. 

SB. There can be no doubt that the demonetisation by France of 88 
millions sterling worth of silver coin would have a disastrous effect upon the 
value of silver as measured in gold, and, so, upon the interests of British 
Tndia : it would diminish the probability of the United States of America, or 
any other civilised country, re*admitting silver to the rank of full-legahtender 
money, and would, in its bearing upon the value of silver, be second only in 
importance to the demonetisation of the metal in British India itself. 

39. On the other hand, if we, on our part, should take measures for de¬ 
monetising silver in British India, the consequences to France would be very 
serious : but France is a rich country, and India is a poor country; and, heavy 
as ia the debt of France, she could afford to bear the vast loss that must 
follow upon the sale, under such circumstances, of her 88 millions of silver, 
muoh more easily than India could bear the loss upon the 170 crores of 
rupees which .must be sold if the silver standard is given up in India. 
Nevertheless, it seems to us to deserve anxious consideration whether the 
circumstances do not point to the expediency of some concerted action be¬ 
tween France and India, to which other countries might perhaps become 
parties. 

40. If no such concert is thought possible, we ought still to be ready with 
some course of action in the event, which we cannot but dread, of France 
demonetising her 88 millions of silver money. Great and manifold as are the 
obstacles to our adoption of a gold standard in India, it might possibly be 
found that we could, then, no longer avoid the transition at all hazards. It 
deserves consideration whether if, on full deliberation, such a conclusion were 
admitted, we should not be prepared for prompt measures in case of France 
demonetising her full legal-tender silver money, and whether it would not be 
expedient that an intimation to this effect should be conveyed to the French 
Government. 

41. Meanwhile, Her Majesty’s Government has doubtless already 
perceived that, in any case, there lies before us a time of grave financial anxiety 
and difficulty, the issue of which cannot, at present, be foreseen.. Whatever 
other measures may be taken hereafter, our immediate duty is plainly, to 
curtail all avoidable expenditure, and to develope, to the utmost, our existing 
resources. We are accordingly, engaged upon enquiries in all departments; of 
the administration as to the possibility of organic reductions of expenditure, 
and, as you are aware, have already taken stringent measures to reduce cur* 
rent expenditure and to increase the productiveness of such branches of our 
revenues as are susceptible of improvement. 

4.2. We have also, in accordance with Your. Lordship’s repeated instruc¬ 
tions,* resolved to reduce our expenditure upon Public Works classified as 
Extraordinary within the limit of the amount which we may find ourselves 
able to borrow in India on adequately advantageous terms. What this amount 


* Secretary of State to Government of India, No. 387, dated 23rd July 1874, paragraphs 
53 to 66. 

Government of India to Secretary of State, No. 135, dated 7th April 1876, paragraph 15. 
Secretary of State to Government of India, No. 305, dated 10th August 1876, paragraph 
74. 
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mav be, experience only can decide; but we cannot, prudently estimate it even 
tt fe the outset., at more than % or orores of rupees a year ; and tor a perma¬ 
nency it may prove to be even less than this sum. So far as the currency 
question is immediately affected, we need not hesitate to borrow the full amount 
which we find ourselves able thus to raise, and for which interest is payable 
in silver; but we must not forget that a large portion even of the money thus 
raised in India will certainly come from England, and that the sum ot our 
net foreign obligations may thereby be inconveniently, though indirectly, 

!U 1 48,* Oar decision thus to restrict our expenditure on "Extraordinary Public 
Works is in strict accordance with the instructions contained in the 7.9th para- 
praph of Your Lordship's despatch No. 305, dated lOfcb August 1876, Never- 
the less % we have not adopted it, without great reluctance or without careful 
advertence to the motives which, in the past, have dictated a policy of tree 
expenditure on these works, and to the great .inconvenience and hardship 
devolving on our large establishments affected by the partial relinquishment 
of this policy, as well as to the considerations which stiff induce many author¬ 
ities whose opinion is worthy of high respect, to advocate a bold investment 
of capital in opening out communications, and otherwise developing the 
resources of India as the chief remedy indicated by the existing disorder ot 
our finances. But it seems to us that, we have, in truth, no choice but to 
restrict our outlay of capital to the amount which we can borrow without 
endangering our solvency, aiul that we must, whether we will or no, foiego 
the advantages which might result from a larger expenditure. 

44 . In considering, upon this principle, the amount, winch we can safely 
invest in Extraordinary works, we must bear in mind that the whole of the 
expenditure classed as Extraordinary in the past was not even intended to be 
directly remunerative. Till recently, the strict test of direct rejM’oduetiveness 
has been applied only to irrigation works, and we know that many even of 
these works have not really yielded, and cannot be expected in future to yie<d, 
a net revenue sufficient to cover the interest upon all the capital expended upon 
them. Iff the 25th paragraph of our despatch No. 135, dated 7th April 1876, 
we reported that, as vet, none of our State Railways fulfil this condition, and 
that the Rajputana State Railway alone can, with any confidence, be expected, 

76th paragraph of your despatch No. 305, dated 10th August 
i»7A VWr ljordflhin has now deliberately and finally declared “ that it would 
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nemiing should be held absolutely .hypothecated for tko reduction of debt 
alieady incurred in the past otherwise than for reproductive works, which 
elaas of debt, we may, by uncontrollable circumstances, be yet compelled to 
increase m the future. Whether the construction of any work leads to an 
addition to the charge upon onr revenue for interest, or prevents the diminu¬ 
tion of the existing charge, its effect upon our finances is the same. 

46. The conditions ;upon which alone any work, whatever its character, 
v> til, in future, be admitted to the extraordinary category, are thus, at length, 
clearly settled and will not, we hope, be again disturbed But, meanwhile, 
we have ascertained that we are already pledged to spend no less than 64 
crores of rupees upon works which do not fulfil these conditions (chiefly the 
Mate Railways in Northern and Western India), in addition to the expendi¬ 
ture already incurred upon them; in other words, we are already pledged to 
hi crores of rupees of further expenditure to be classed as extraordinary, but 
which cannot be expected to yield any substantial net revenue. We repeat 
that these circumstances should increase the oaution with which we are bound 
at present to contemplate any fresh expenditure for which provision is not 
made from revenue under the ordinary fundamental financial rules and 
restrictions. 

47. In the present state of uncertainty as to the future relative values of 
silver and gold, we heartily Concur with Tour Lordship in thinking that 
nothing should induce us to increase oar Sterling obligations, if we can by 
any means avoid doing so. 

48. While thus fully aware of the onerous responsibilities which press 
upon ourselves, we cannot but apprehend that the circumstances may further 
call for decided action upon the part of Her Majesty’s Government also. 
Any retrenchments which are possible in the florae Expenditure would 
have a special value in lessening the amount which we have to remit in 
payment for. gold, We do not indeed suppose that any verv large savings 
could be obtained by economy exercised by Your Lordship in Council in the 
expenditure of Indian revenues from onr Home Treasury under j our control, 
although we doubt not that all that is possible in this respect will be done : 
but we are dependent upon Your Lordship's action in some matters which 
may have, a very important bearing upon our finances 

49. Wo look for substantial relief to our exchequer from the purchase, 
under the right reserved to us by our contracts, of the several Railwavs con¬ 
structed by Compauies with capital raised under a guarantee of a minimum 
interest from our Revenues. Upon this subject, we ask Your Lordship’s 
retention to our letter in the Public Works Department, No. 195, dated 6th 
October 1874, and to your answer No. 174, dated 19th November 1874. 
We have not, hitherto, thought it necessary to make any rejoinder to that 
despatch, because we felt bound to defer’to Your Lordship’s opinion that it 
was, at that time, premature to take any action towards the accomplishment 
of our intentions. But we now consider it more than ever important that 
nothing should be allowed to prevent the purchase of the East Indian Rail¬ 
way (Main Line) by the Government in 1879, and that there should be no 
oversight or neglect in taking ali needful preliminary measures as soon as Your 
Lordship shall think that the time is come for doing so. We shall shortly 
address Your Lordship again, separately, upon this subject, and trust that 
you will await our proposals before taking any particular action; but it 
would be highly satisfactory to us, meanwhile, to be assured that Ilet 
Majesty's Government concurs with our opinion as to what should be the 



policy of pur, Government in this matter, and will not tail to do its part 
towards tho attainment of our wishes in due time, 

50. Connected with this subject is the suggestion, so often discussed, 
of the guarantee of our loans by the British Government We submit, 
for convenience of reference, a compilation of the utterances upon this 
question by leading' British Statesmen from time to time. We are sensible 
that weighty objections may be urged against the assumption of such a 
responsibility by Great Britain on behalf of British India, and that incon¬ 
venience to British India might be involved in our acceptance of such help. 
Under ordinary circumstances, we should have shrunk from inviting Her 
Majesty's Government even to consider the expediency of assisting our 
finances in this way. But the prospeets before us are now so anxious, and 
the disorder of our finances may inflict so much injury indirectly upon Great 
Britain itself, that Her Majesty's Government might possibly see fit to 
take into consideration the expediency of lightening the burden of cur debt 
in the manner suggested If there is any reality in our impression that 
our present troubles arise partly from an increase in the value of gold, there 
would be a peculiar appropriateness in any measures adopted by Great Britain 
with a view to reducing the weight of our sterling debt, including our debt 
to the Kailway and oilier Companies or any other form of obligations that 
may hereafter take its place 

51. VV e also think that the opportunity is a suitable one for a further 
consideration of the matter referred for the orders of Her Majesty's Govern¬ 
ment in our despatch No. 5, dated 5th January 1872. In that despatch 
we represented our objections to arrangements by which our receipts in India 
are consolidated with the receipts at our Home Treasury, and our disburse¬ 
ments in India with the disbursements bora our Home Treasury, upon the 
assumption that B 10 are equal to £1, the resultant error being accumulated 
ill the Indian portion of our Accounts under the adjusting head “Loss 
by Exchange and we suggested a method of avoiding the error. At t hat 
time, the aggregate amount of the errors distributed among the various beads 
of our Accounts in consequence of this arbitrary system, and counterbalanced 
by the adjusting entry under “ Loss by Exchange " was tiom -R50,00,01)0 to 
B60,00 000 a year. No reply, in detail, to that despatch was received from 
His Grace the J uke of Argyll ; but om proposals wove briefly rejected by 
a telegram, dated 5th February 1872, 

52. The entry under Loss by Exchange, which is the measure of the 
errors thus diffused through our Estimates and Accounts, is now expected to 
be, this year, not less than R2,80,000, and the inconsistency is becoming 
daily more inconvenient of continuing a system based upon the assumption 
that ft rupee is, on an average, fairly represented by one-tenth of a pound 
sterling. Apart from the errors resulting in our Accounts, we believe that 
serious misunderstanding is fostered by our present system, and by the colour 
thereby' given to the erroneous popular impression that a rupee and two 
shillings are, by some natural law, always proper equivalents. 

58. We bae read with great interest the able and searching Report of 
the Select Committee of the House of Commons on the Depreciation of Silver. 
As is apparent from this despatch and from our Resolution, we have, for the 
most part, adopted the conclusions of the Committee. On only one material 
point have" we ventured to differ from their high authority. The Committee 
appear to us to have overlooked the evidence in favour of the hypothesis that 
the value of gold is increased at the same time that the valuo of silver is 

v 2 


Creased* indeed there is nothing in their Report or in the evidence of the. 
witnesses * whom ’they examined; to show that then- attwtionwartoed to 
this side of the question. We have given reasons for thinking that it l 
important that we should carefully distinguish the effects of: these two came* 
in producing the present divergence of the values of gold and silver. _ 

1 54. We notice error of some import,,nee » the ■jfrjgmjrf* 
rarcxtui of the Committee's Report. The re-exports id 1876-76 valued 
It' “,£1,1-8t)00 seem to us to ho omitted from the column of export .the 
excess of export- for 1875-76 being understated by tins considerable amount. 

55 In" conclusion, we would ash Your tordship *0 keep us fromp y 
informed of ail occurrences in Korope and America »l«h my »me to jou. 
knowledge bearing upon the future value of silver. Wo would instance a 
■ event remittance of £350,000 worth of silver by the Gorman Government 
o Calcutta information’ of which reached us by a public telegram only 
Our own attention will he Constantly given to the manertont mltemJUU 

with in this despatch, and we ehall coumranicate fri*ly to VourjL.rd p 

i.nv farther suggestions which may occur to us. W e lely oonfidin y P 
till cordial support of Her Majesty's Goveri,rn 0 ntm eny me,sines that 

may Imil it necessary to adopt for the finuneisUeourity ol tnie^tnif 
‘ # ^ 
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Demi-official Correspondence of 187G between General Straohey and 
Mr. R. B. Chapman, Secretary to the Government of India, Finance 
and Commerce Department. 


(i) From Major-General R. Strader*, B.E., G.S.I., to Mr. It. B. Chapman, 

—dated 28th September 1876. 

I am much obliged by your papers. The whole question of tho effect 
of the fall in the value of silver on Indian currency and finance, as well as on 
the trade which is so intimately bound up with the workings of the currency 
and finance, is so large and difficult to deal with, that 1 cannot attempt to do 
more than give you a very brief statement of the conclusions 1 have come to 
on the subject. 

To begin with, I may say that a letter In the Pall Mall Gazette of the 
10th August, signed " An Anglo-Indian,” was written by me, and fairly re¬ 
presents my general ideas, so far as it goes—subject t<> the remark that later 
consideration has led me to doubt, more than is expressed in the letter, the 
truth of the doctrines of the English economists that the result of doing 
nothing would be to send any considerable quantity of silver to India, or to lead 
to a natural remedy of the evils now experienced through a lowering of the 
local value of the rupee iu India, 

1 am at a loss to understand why you think it necessary to demonetize 
silver in India if a gold standard is adopted, or why the existing silver com 
should not be allowed to go on doing its duty as at present, under a gold 
standard, just as the 5-franc piece does in France. I can myself see no sort 
of reason why we should not regulate the coining of rupees, just as Monsieur 
Leon Say bas done with the 5-franc piece, in combination with an open gold 
coinage, the material for which should be left to be supplied by the persons who 
require it. The only objection that can be made, so far as my apprehension goes, 
is that suggested in France, viz., that false or illegal true-weight silver coins 
might be introduced, and so the regulation of the silver coinage prevented. 
This, however, I regard as a mere chimera. The French authorities derided 
it ; and the present experience of England and France seems to^me to dispose 
of the fear entirely. In India our facilities for preventing the importation of 
illegal rupees would be far greater than those of England and b ranee to pre¬ 
vent the introduction of illegal silver coin into those countries, and here 
nobody dreams of it. All that seems necessary is to prohibit the importation 
of coined rupees, and to require all such bullion to pass through the melting 
pot. What any one couid carry in his pocket or portmanteau would do no 

If you retain your existing silver coin and only supplement it by gold, 
so far as trade-wants call for more specie in payment for exports, the require¬ 
ment of India for gold and silver in the future will be very moderate, and 
she can without difficulty supply herself with the gold, while the demand for 
silver will not, in fact, bo very greatly reduced, if the silver coinage is kept 
up for local Indian use, as it perfectly well might be. 




If you have a new gold coin, or the sovereign, made a legal tender at 
such a rate as would give 3 rupee r~ I#, lid., or thereabout, and only coin 
rupees if you find they become scarce, it seems to me that everything would 
go on again exactly as though no change had been made, excepting that the 
exchange would henceforth oscillate about the Is. I id. rate, according to the 
greaier or less urgency of demand for remittances to India or England, In 
fact, what we want to do is simply to get the same standard for India as for 
England, and to be protected in future from the exchange vabie of the rupee 
being suddenly changed in relation to the gold of England by causes altogether 
beyond our control in India. Whether the exchange gets better again, or 
hangs at 1a-. this conclusion seems to me equally obvious, though, of 
course, if we speedily get back to lx. itiji., we can make our change much 
more easily and with much less disturbance of trade. For, of course, I do 
not, for a moment, say that suddenly to force the exchange up from lx. Sd, 
to ix. 11 rtf. would not produce some shock. But the position is only one of 
a choice of evils, and I wholly repudiate the idea that the evils caused by 
doing nothing are a bit less due to the Go vein merit than such evils as would 
be caused by its doing something. The question is how can you get out of 
your scrape easiest. If India had been an independent dominion, with reason¬ 
able financiers at its head, I do not believe any such hesitation would have been 
1 ell. as actually exists. We are dominated by English interests: and the 
English economists merely see out of English eyes, and quite fail to appreciate 
Indian wants or claims. The who!® of the loss to India in the present case is 
gain to England, and, if it had been the other way, you would have heard of 
it long ago. What would be thought of having a silver standard in Ireland 
alongside of the gold in England ? The absurdity is really not greater than 
that we are taught to respect in the case in India. 

The action of the so-called “ tribute” of India to England in relation to 
the balance of trade very seriously affects the interchange of merchandise, 
and quite throws out what would be the results, if the trade was simply 
balanced without the one-sided burden. That part of the excess of Indian 
exports which represents the “tribute ” has no relation to the exchange value 
of the rupee, excepting that, in proportion as the exchange 13 tow, the exports 
must increase. But the 15 or 20 millions must go, whatever be the state of 
things, and it is only the residue of the trade that follows the ordinary law 
of exchanges. The whole cost of the extra quantity of exports now needed 
to supply the “ tribute,” with the bad rate of exchange, has to be made good 
by India, and diminishes the purchasing power of the community in India 
to the whole extent of this cost, which, I suppose, will be for the present 
year somewhere about If millions at least. This is the fine put upon India 
because we can not make up our minds to stop the Coining of silver. 

However 1 suppose nothing will be done, at least for some time to com© 
in this matter, and my personal feeling is that silver at 46c?. per ounce for 
six mouths would he as good a thing as could happen to us,. But it. certainly 
looks as though that great fall was merely the result of panic, and it is not 
likely that, my wicked wish will be gratified. 

There is a great deal in your memorandum with which I quite agree, and 
it is chiefly when you come to apply your principles to practice that I leave 

3 ° U * I quite discredit your idea that the value of gold has seriously changed, 
or caused the fall of, silver value. Your figures I consider to be quite untrust- 
worth and only to sho*w the great tall of prices due to oomiuerciai depression 
following the great iron and coal extravagancies. Iron rails, then at £14 now 



at £5-17-6, do not in the least indicate change in gold value. The hanks, her® 
and at Paris, are overflowing with gold, and there is no one to use it. All 
trade is as bad as it can be. Under such conditions the comparison of prices is 
quite fallacious. Nor do I think your Indian prices much better for such a 
purpose^ 


€opi/ of a letter from Major-Generat, Bichard Strachey, B.B., C.SX, to 

the Editor of the <s Pall Malt Budgetf* dated the, 10th August Ib?t>» 

Every one dependent on remittances from India must long ago have 
become very practically informed of the great inconvenience, to use no stronger 
term, of the late sudden fall in the exchange value of the rupee. Taking the 
whole sum that has to be remitted from I ndia to England by the Government 
and private persons at £20,000,000 sterling yeaily, which is, no doubt, within 
the truth, if the fall which has taken place within the last two years is 
sustained, the loss will be at the rate of nearly £3,000,000 a year or about 
one-seventh of the total amount. This signifies that private incomes depend¬ 
ent on such remittances are reduced in that proportion, and that, unless some 
expedient be found for reducing the public expenditure of India very largely 
— as the Government loss would be about £2,000,000—additional taxation 
must be imposed to make good the deficiency. The questions that this 
condition of things forces on everyone interested in these remittances are 
whether it is likely to continue or to recur ; and, if so, whether or not it can 
be remedied. The coming debate on the Indian Budget will no doubt indi¬ 
cate the opinions of English economists on the subject, and also afford some 
indication of the intentions of the Government. The discussion will be of 
unusual interest, and it is to be hoped that such light will be thrown on the 
question as will facilitate its satisfactory solution. It is disappointing to find 
how little result has hitherto been obtained in the way of expression oi opinion 
on the best method of dealing with the difficulty. Mr. Goaehen’s Commit¬ 
tee have, on the whole, rather increased than diminished the perplexities of 
the situation : what is left unsaid so greatly exceeding what is said. The 
Economist, following the tenets of* the school it represents, teaches that uotbing 
is to be done. The Times, admitting the gravity of the situation, suggests 
the heroic remedy—-if it be a remedy—of leaving private persons to take care 
of themselves, and of making good the whole loss that falls on the Indian 
Government from the class that pays land revenue, requiring them to dis¬ 
charge their obligations to the State in gold, at a rate that would increase 
their burdens by a fifth or a sixth. 

Turning from the closet economists to the class of persons which is most 
directly interested in the actual facts, we find a very different direction given 
to opinion, The merchants and bankers of India, viewing the depreciation of 
silver with extreme anxiety, propose live suspension of tire coining of silver in 
that country , and some authorities add the introduction of a gold currency as 
a proper supplement to such a course of action. The position, viewed broadly 
is this :—India has an exclusive silver currency, the standard of value being 
the rupee containing 165 grains of pure silver. The rupee is the only legal 
tender. Gold coins are not, in fact, current, the intrinsic value of the pieces . 
being much in excess of their value as currency, and they are only used for 
hoarding or as ornaments. The relation of Tndia to England requires that a 
large annual sum of money shall be paid from the earnings of India to 
England, partly for the purposes of the Government and partly as return on 
English capital invested in India, or on English industry applied there. It 





necessarily follows that tins payment is made in the to\m ot ? :» hl P™ nt * 
merchandise, which, being sold in England furnishes the requisite sum. ^Lc 
merchants, who are the go-betweens in effecting this remittance, of com si 
require Indian money to purchase the goods in India, and they are a >lc o 
r>rocure this money iu two ways : -First, they may buy rupees m -tndm % 
bills of exchange, paying for them in sterling currency here ; or, sccon j, 
Urn «£fsUhere and send it to India where they can have 
co^ into rupees, no legal limit being placed on the coinage ot si ver 
monev. The great seller of rupees in India is the Government, him 
sums’ received as revenue accumulate in the Indian treasuries, and « 
available for sale in London by bills of exchange, which are offered to 
the public fortnightly* by the Secretary of State for India. It 
follows that the sale ot these bills for rupees is controlled m m 
d ioree by the price of silver in London, because any one who can 8 ? pp t ^ 
himself with silver at a price that will enable him, i: \ P ^ 

India, to have it converted into rupees at a more Mite than that 

offered by the bills, will ship silver and not take bills, f? ea 

the Indian exchange has been, without doubt, essentially due to t 
the price of silver in Europe. But so far as India is concerned u iolat.cn to 
the exchanges, the causes of this fall of price are immater ah Ihcy are, 
moreover, evidently, to a very great extent, external to India, and not capable 
of being controlled by it; and the-question at once suggests >t«el£ why, when 
these external causes of disturbance have been found to arise/should »°« 

endeavour to screen itself from their consequences—if, indeed, it be possible 

so to do without falling into other greater inconveniences ? . 

It is of course right to enquire whether the recent lall m the value >f 
silver in Europe is likely to be merely transient, or whether it will probably 
bo maintained ; and it might so have happened that the jep y would huYe 
shown that special precautions were not required. But, as a tact, no hositation 
of this sort, is any longer admissible. The losses and inconveniences to 
Indian remitters have already been such as to show that a addition of things 
which may at any moment arise, by reason of circumstances (as before noti ) 
that lie altogether out of India, should not he continued it «t can be remedied. 
And here it becomes necessary to ask what will be the result of doing nothing, 
as proposed by the Economist and other authorities of the same school. 
The consequence, no doubt, will be, as taught by them, that silver will he 
drawn to India in increased quantity ; that exports from India will U at „ 
mented and imports iuto India checked j that tlw quantity of nW»T m India 
having increased, its value in relation to eommod.t.w will fall, and prices will 
rise • tmd at length that an equilibrium will be again established after trio 
relative values of silver in India and Europe shall have been brought m o 
closer proximity. If the present low price of silver is due to temporary causes, 
such as panic, and not to permanent derangement ot the relation ot supply 
and demand, such a course of events would, no doubt, tend to re-establish it; 
but if there is to be a permanent fall of value there would follow a geneial 
depreciation of the rupee in India, and therefore a corresponding disturbance 
of the standard of value-an evil the serious nature of which it would be 
difficult to overstate. Moreover, from an Indian point of view (< id 
necessity for thus regarding the subject cannot be too strong y insisted on) 
the reduction of the imports, and the increase of exports m exchange for which 
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will be received a silver currency destined to eventual depreciation, will be an 
aggravation of the present position, which is already sufficiently strained, 
considering that the excess of.exports from India over imports now amounts 
in value to more than ,€20,000.000 sterling, or not far from one-half of the 
gross revenues. Supposing ahvays that the fall of value of silver is to be 
permanent, or to be sustained for some years, the result would be that India 
would in the end find that it had * been led to receive payment for its 
exports in a debased currency, while a corresponding advantage accrued to the 
owners of silver who had been unable to pass off their silver coin in India at 
an exchange value much in excess of what it had in Europe. In short, the 
policy of doing nothing is entirely opposed to the interests of India, and to 
the advantage of those of the sellers of silver—that is, of interests not Indian. 
Again, the ^ importance of preventing, if possible, the depreciation of the 
standard of value in India is very great; and if there were no economic 
arguments to support this view, political expediency would surely suffice. 
The heavy payments to be made bj> our Indian Government in England, and 
the obligation that rests on all Englishmen resident in India to remit portions 
of their income to England, and the transfer of trade profits and the like, 
winder it of primary necessity that the system of remittance shall not be 
liable to such violent disturbances- as those that have taken place within the 
last year. A continuance of the present condition of things would neces¬ 
sity involve a re-arrangement of al! Indian taxation and of all Indian salaries, 
and would be attended by such extreme difficulties as, if they were thoroughly 
appreciated, would assuredly lead to the most strenuous efforts being made to 
guard against the risk of their occurrence. Nor after the recent experience, 
can it: be admitted that a simple return to the conditions of the past would be 
sufficient. Even if silver should soon quite recover its former value, the risk 
of being again subjected to evils like those of the last few months, by some 
future fluctuation of value, should assuredly not be accepted. This danger will 
necessarily exist so long as the standard of value in India differs from that 
rn. England, and so long as the balances of trade transactions can only be 
settled in silver in the one country, while they require gold in the other. 

The problem of solution, therefore, is to introduce in Iudia a standard of 
va,ue which shall be readily commensurable with that of England, with 
which country its commercial and other transactions settled by money pay¬ 
ments arc on so vast a scale; and to place the Indian currency on a secure 
basis so that the fluctuations in the value of silver, which have beoome so 
excessive, shall not endanger the standard of value that has been adopted for 
that country. It seems probable that the required remedy may be found by 
adopting generally the course recommended by the Calcutta Chamber of 
Commerce, hut with a few modifications and supplementary precautions. The 
iirst step would be to abandon the unlimited coinage of rupees on demand 
and to place the rupee coinage entirely under the control of the Government 
tor which alone rupees would hereafter be struck, A corresponding restric¬ 
tion of the paper currency would be necessary, and the prohibition of the 
import ol: coined rupees. At the same time that the M int was closed for 
silver it should be opened for gold, or, as a temporary arrangement, British 
sovereigns might be admitted as lawful currency at a rate to be fixed for the 
purpose. The intrinsic gold value of the new gold coin, or the current value 
oi the sovereign in India, would he arranged so as to be equivalent to a gold 
value of the rupee of about Is. 10Jr/, or Is, 11/., which was the value before 
•he recent great fall in the price of silver. Curreucy notes would be issued 


against gold at the fixed rates, as heretofore against silver. 

It will be desirable to follow out the consequences of such measured. 
The closing of the Indian Mints to silver would compel merchants either to 
buy rupee bills or to send gold to India, and the exchange would at once tend 
to settle at the rate which had been fixed for the use of gold as- money in 
India—that is, U, lOrf. or Is. Hd. per rupee. Exactly the same causes that 
have hitherto led to the transmission of silver to India would, under the new 
arrangements, send gold there, and only so much would be sent as was 
requisite to supply the bullion requirements for more currency as transactions 
increased, or the old coin was lost or deteriorated, or for trade purposes. The 
rupee would still continue to be a legal tender as before, and would circulate 
concurrently with the new gold pieces. H would, however, have become a 
(f token ” coin, the value of which was regulated on an arbitrary scale in 
relation to the gold coin, and not by its instrinsio silver value. It might, be 
desirable at first to fix the sum for which gold should be a legal tender rather 
high, so that the new coins should not be forced too rapidly on the poorer and 
more ignorant classes; but gold would always be received by the Government 
for all amounts There could be nothing to cause any excess of silver in the 
country, and any deficiency would be supplied by the action of the Govern¬ 
ment as in England. There would be uo apparent difficulty in maintaining 
the silver currency in sufficient quantity, and, as it would have a current 
value in excess of its bullion value, there would be no risk of its being 
exported or destroyed in appreciable quantities. The danger in the opposite 
direction of the introduction from ether countries of illegal silver money has 
been made much of by the Economist . But its very small real importance is 
sufficiently shown by the facts of the existing British and French silver 
coinage, which are vastly more open to interference of this description, and 
yet have not sensibly suffered from it. It is the deliberate opinion of the 
present French Minister of Finance M. Leon Say, as expressed within the 
last few days, that the point seems to call for no serious discussion. The 
position of the Indian currency would thus become very similar to that of 
France (supposing the forced paper currency to he withdrawn) with a free 
mint for gold, and a limited coinage of silver “ token ” money (five-franc 
pieces in the one onse and rupees in the other) having full power as legal 
tender, and a subordinate fractional currency. That such a system is perfectly 
compatible with public convenience is beyond dispute, and it seems emi¬ 
nently suited for India, * 

The risk of the rupee becoming over “appreciated,” on which the 
Economist dwells, is entirely removed hy the adoption of the gold currency in 
combination with it. The difficulty of finding the gold to take the place of 
the silver is also imaginary, because there is no necessity for displacing any 
silver; and all that the gold will be required to do will be to supply that 
want of additional currency, however it arises. So long as the convenience 
of the people is best met by a silver currency, it can quite easily be supplied 
to them without loss to any one ; and if gold is required to supplement the 
silver, India will necessarily enter into competition for it with other gold¬ 
using nations, and be neither less nor better able to supply itself than they. 
Obviously there is no necessity whatever for the State to supply gold for the 
currency in the future, any more than it has been necessary for it to supply 
silver in the past. The balance of Indian trade secures a flow of the precious 
metals to India, and under the con templated system gold would certainly be 
drawn thither. Such measures would, it is believed effect the transition from 
a silver to a gold standard without shock and without cost to the State or 


loss to individuals, and would secure, so far as it is possible, the standard of 
value in India, which, so long as the silver standard is retained, must, be 
regarded as in a very precarious position, though it has not yet been percep¬ 
tibly affected. 


(ii) From Mb. R. B. Chapman, to M^or-Gbn'ebat, R. Stuachey, R.E., 
G.S.I.,— No, 414, dated 96th October 1876, , 

Many thanks for your letter dated 28th September, iu connection with 
which I have disinterred and read again your letter to the Pall Mall , signed 
“ Anglo-Indian/’ which had attracted my attention before. 

As you say, it is almost hopeless to carry on a correspondence on such a 
subject at this distance, otherwise than officially ; I should be very glad indeed 
of an opportunity of discussing matters with you in person. 

You will, since you wrote, have read our Resolution dated 22nd Septem¬ 
ber, and our despatch No. 368,' dated 13th October. These documents express 
on the whole my own conclusions, though less absolutely and more favourably, 
in some few particulars than I should have done personally. 

I am sony indeed to find that on some essential points I can by no 
means accept your views — 

I.— It seems to me that you ignore, throughout, the domestic conse¬ 
quences of raising the standard of value to Is. llah, as you 
propose to do, and that this is by far the most important con¬ 
sideration for this country. In feeing your thoughts exclusively 
upon th a exchange question, do you not, in fact, fall into the 
very sm of considering English and not Indian interests which 
you charge upon us? I believe that we here have, in truth, 
anxiously and conscientiously avoided this sin. Of course we 
know that the trade between England and India is of vast, 
importance to both countries ; bat, the domestic interests of 
India are vaster still. Happily, I believe that the two interests 
* are not conflicting, but in harmony ; only I think that we are 

more likely to find out what these interests demand, by con¬ 
templating more prominently their domestic side. For my own 
part, I think that we could not, without monstrous injustice, 
substitute for our present unit a gold unit worth Is. 11<A,—in 
other words, require every one now under an obligation to 
deliver 165 grains fine silver to deliver 10*8293 grains fine gold. 

I believe that the domestic oousequences of such a law would 
be ruinous. Your proposal to represent the proposed new gold 
standard by a silver currency would not, I think, to any im¬ 
portant extent, mitigate the consequences ol such a measure. 
I consider that proposal, for other reasons, terribly heretical. 

IX.—You seem to me to overlook the effect upon the value of gold, of the 
substitution of a gold for a silver standard in British India. 
This effect, again, would not, I think, be materially mitigated 
by the adoption of the device which Smith and you advocate, 
and which seems to me so inadmissible. We have shown, in 
our despatch, though less confidently than I should have put 
it, that if India adopts gold no other country can retain silver, 




fttul that', for years to come, at least, the woo gold woo id »ot 
suffice for the' world’s use,, without revolutionary consequences, 
and without the most disastrous addition to the weight of 
India's foreign obligations. 

III.—I cannot accept your summary rejection of the evidence afforded by 
our tables of prices of the recent increase m the value or gold 
indicated, as I have shown, by the h priori evidence, almost as 
strongly as the fall in the value of silver.. Prices are simple 
/inland cannot be ignored. To say that tv on is fallen from 
£14 to £5-17-0 is only to say, conversely, that the value 01 
Pold measured in iron is risen 240 per cent. ; and to say 
that there has been a fall in the prices of a large proportion 
of the staple articles is only to say, in other words, that t »e 
value of gold measured in a large proportion ot thei staple 
articles is risen. It is a simple question of fact, not oi deduction 
at all. and cannot be got rid of by any summary mentis. 
When you come to draw inferences from the facts, or to mulct 
a policy upon them, then, no doubt, it becomes of the highest 
importance to ascertain whether or no they are permanent, and 
therefore to examine all their causes and accompaniments. 
But whatever these causes may be, they do not alter the facta. 
The Government of India has, very rightly, usee the xacts< 
with the utmost caution; but surely they are primd fans 
strong evidence (may 1 not say absolute^proof:) that-, as yet 
the value of silver is fallen very little save in relation or go!d, 
and that the value of gold is risen ? at least I can form, no 
conception of what is meant when I am told that the value of 
gold is fallen, while yet I find that gold will buy more than 
before: the two conditions appear to me to be incompatible. 

again, when I find that a giV6n quantity o£ gold will 
buy more aDd more commodities, does the obvious conclusion 
that gold has risen in value appear to me to be in any degree 
invalidated by the fact that, by some strange congestion of 
trade, there are vast and unprecedented accumulations of gold 
at the great centres of trade, e.g., the Banks of England and 
France. Are not these acuniulatious, rather, m fact, an ill"* 
dication of a vise in the value of gold, the owners of which 
are disinclined to part with it,—a symptom, in short, analo¬ 
gous to that of hoarding ? „ . .. 

jy_But I demur to being called upon to prove that silver is not tuilen 

in value, or at least that the whole divergence of the two 
metals is certainly not due to a fall in the value of silver. I 
eav the op ns probandi lies absolutely upon those who advocate 
»u ex-cathedra operation intended to enhance the value of the 
standard. Produce the evidence, in the teeth ot our pnoe- 
tables, upon which you depend for establishing the fad in the 
value of silver, which must be demonstrated beyond question 
before the Government could call upon debtors to agree to pay 
their debts by a different standard thanthat which exists. 
Whether you raise the fine silver in a rupee from loo to i-o 
grains, or change the unit from 165 grains of tine silver to 
10*8263 grains of fine “old, the effect, 1 say, is exact .y 
the same, domestically, as if the Governmetit were to decide 



justify the Government in passing ft law entitling' all creditors 
to recover E6 as now existing: instead of 115, they would 
ustify an enhancement of the standard by 20 per cent., and 
tot otherwise, 

astounded that you should propose such a tremendous heresy 
as a permanent divorce between the standard and the currency. 
Surely this is nothing in the world but an inconvertible 
currency, limited, it is true (though J observe that you would 
not even limit it absolutely), but still inconvertible. If we 
are to go in for an inconvertible currency, why should we go 
to the useless expense of having it in silver ; surely it would 
be only common sense to go to paper at once ? 1 have seen 

plainly that we must go through a period ot inconvertible 
currency of silver currency with a gold standard ; but I have 
always looked upon this as an evil of the first magnitude from 
which we should use every exertion to escape at the very 
earliest opportunity . It startles and staggers mo that you 
should say that such a man asr yourself, to say nothing of 
the rest of the powers that be at the India Office, should have 
been seduced into thinking otherwise for au instant. You 
will sec what we have said about France in our despatch. 
If Pace Leon Say has s:iid otherwise, (which I do not think 
that he has done) I" dare to say that it will bo quite impos¬ 
sible for France to continue to allow one-third of her full-legal 
tender currency to be of nominal value only. Why should 
she? In what respect will her 88 millions pf silver be better 
than paper ? Will it not, on the contrary, be a source of con¬ 
stant danger to her, much greater danger than paper ? Depend 
upon it, France must demonetise that silver or re-admit- the alter¬ 
native standard. If she does not you will not find a gold-piece 
circulating in France before long. Have you not altogether 
underrated the volume of our silver currency too ? A true 
silver subsidiary currency must, I maintain, be treated as a 
note currency, i.e. t it must be issued only in exchange for gold, 
and the State should be compelled to give gold for it, at con¬ 
venient centres, on demand, everywhere. Only on these 
conditions will a silver subsidiary coinage be on a really sound 
footing j and, upon this footing, even India will not want, I 
believe, more than 80 crores at the outside, if indeed she wants 
as much. You cannot seriously think we oould for a perma¬ 
nency avoid calling in the 170 crores of .rupees that we should 
ha ve in excess of our wants. Nor can I seriously believe that 
an accurate thinker like yourself would deliberately consent to 
entrust to any Government on earth the power to issue token 
coinage at its discretion to pass as. full legal tender . No 



human Government yet existed who could be trusted with such 


a power. 

YI,__I quite agree with you that under no circumstances is there reason 


to expect that silver will flow into India, unless indeed we go 
on borrowing. Smith has entirely overlooked that the great 



balance in our favour in the past (excepting’ only the teuiporary 
exaggeration of the value of our cotton by the American Civil 
War) was entirely due to our borrowing j and so, in the future, 
unless we borrow on a much larger scale than is at all probable, 
there will be no balance at all to come in treasure. I do not of 
course mean to say that none will come, because there will 
always be some demand for the precious metals, I suppose ; but 
what will come will be in substitution for some other commo¬ 
dities or mast be paid for by additional exports. Smith’s 
supposition that because we have taken 166 crores in the last 
quarter of a century, we shall take 168 crores in the next, is 
wild in the extreme. The argument is all the other way, I 
believe that the 168 crores have saturated us with coir;, and 
that there is not the slightest foundation for Mr, Mackenzie’s 
and -Colonel‘Hyde's evidence to the contrary. How absurd, 
by the way, to examine on such a point a witness (Mr. Mack™ 
enzie) who left India in 1851 ? Alt the evidence that I am 
aware of goes to show that there is now a superfluity and not 
a deficiency of silver currency. 

VII.—I cannot at all follow your argument that the Government 
should protect the people of India against the anticipated 
depreciation of silver by preventing its importation, unless of 
course we intend to destroy its value by giving up the silver 
standard. But for this, I fail to see why any one should buy 
silver for more than it is worth, or why the Government should 
interfere in the matter at all. 

V III.— Nor do I at all agree with you that England gains and India loses 
by our present inaction. Surely you trip here? You say 
“ gold is fallen in value and not risen j *> and yet you argue 
that in order to procure the same quantity of gold wherewith 
to discharge our foreign debt, we have to send more commodities 
than before. Surely your position is wrong one wav or the 
other. If gold is fallen in value, surely we have to send, for 
a given quantity, fewer and not more commodities ? If you 
are right and gold is falling in value, we shall have no difficulty 
in getting out of our scrape, for our great foreign debt will 
be reduced . The fact is that, as worked out in our despatch, 
India is more interested in the value of gold than in that of 
silver . If silver falls we have to settle it at home—-if one class 
loses another gains ; but if gold rises, it is a dead loss to the 
country j if gold falls, a clear gain. I shall be too thankful to 
find, that you are right and that gold is fallen ; in other words, 
that we can discharge our great debt at home by fewer com¬ 
modities. 1 quite believe that this will be so hereafter, but l 
can see no evidence of it. at present, and no signs of its near 
advent. 

Pardon this Jong sereed, which you will perhaps not mind showing to 
Sir L, Mallet, as containing some of my ideas cn this vital subject. 


(iii) From Mil. It, B. Chapman, to Major-General K. Strachey, R.E,, 
C.S.I ,,—dated 2nd November 1876. 

I am sensible that my letter, dated 26tb October, tnuafc have appeared 



to you too controversial, too much confined to a - refutation of your own 
panacea, and that you may have received the impression that I have no 
suggestion to make op my own part for our extrication from our present evil 
case. 

2. Tbie position is indeed in my judgment very diffiohlt; because the 
future depends much more upon what other nations may do, than upon what 
we can do ourselves, except in so far as we can influence other nations. Still 
it would be an important, point if we could only ascertain with some unani¬ 
mity what would be live best course for us that events could take,—at what 
object we should aim. I should be glad if, as the fruit of all the weary hours 
of study and thought which 1 have given to this subject, X could contribute 
in any way to a solution of even this part of the*problem. 

3. An ideal system of currency would be — 

(1) the same standard for the whole world ; 

(2) the value of this standard invariable, and neither too high nor 

too lotv ; 

(3) and its material suitable. 

4. The second of these conditions is, from the nature of the case, impos¬ 
sible pan invariable standard is incompatible with the very conception of 
value. All that we can look for is a standard that shall keep near to the 
same point in an imaginary scale of value. 

5. Recognising the fact that we cannot attain to a fixed standard, our 
next conclusion is that, notwithstanding that the appreciation of a standard 
must add to the whole national property, and its depreciation must diminish 
it, the depreciation of a standard is less mischievous than its appreciation, 
This conclusion is the result of the world's experience, and is not, 1 believe, 
disputed. The reason of it appears to be, briefly, that by the depreciation 
of the standard the poor and indebted gain, and the rich and the creditor 
class lose; while by the appreciation of the standard, the rich and creditor cluas 
profit, and the poor and indebted lose. The poor and indebted are much 
more numerous than the rich and creditor class, and these can bear loss much 
better than those. 

Cv This conclusion may require modification in one aspect. The prin¬ 
ciple of it is true of corporate communities as of individuals. If a nation is 
rich and has claims upon other nations fixed in its own standard, the depre¬ 
ciation of the standard means a reduction of those claims and a national loss 
with a corresponding gain to the indebted nations ; its appreciation means 
a national gain and -a corresponding loss to the indebted nations, lb is evi¬ 
dent that the interest of the nation as a corporation may conflict with the 
interest of the majority of its members. 

7. Thus to take the example of Great Britain. Almost all civilised 
nations are more or less indebted* to Great Britain, being in the same case as 
India, which owes Great Britain perhaps 18 or 20 millions sterling a year. 
As a test amount of the debt thus owing to Great Britain is fixed ia yold, 
any depreciation of gold must clearly benefit the indebted nations at the 
expense of Great Britain, and, vice versd, any appreciation of gold must benefit 
Great Britain at the expense of the indebted nations. 1 have stated in the 
5bh paragraph, as a generally accepted conclusion, that the depreciation of 
a standard is less injurious to a community than its appreciation. It may be 
open to questv a, though probably it is not so open, whether this axiom is 
also true of the whole world when applied to international transactions. If it 
is true, then it would appear that an appreciation of gold, while benefiting 



Great Britain internationally, and adding' to the whole national property, 
might yet be injurious to her domestically and it might be difficult to decide 
whether the international and corporate benefits comoensate the domestic 
injury, * 

8. It seems quite clear that the effect upon any community of any 
change in its own standard of value is quite different from that of any change 
iu any other standard of value according to which it may have fixed obliga- 

iue of a community may cause painful 
s between the various classes of the 


disturbances of the contract relation _ __^ 

community, and may necessitate difficult, possibly even dangerous, domestic 
readjustments; but it can hardly cause any serious loss of the national 
resources as a whole. It seem* to me that such loss would be— 

I,—In the case of a fall in the standard of value— 

(a) the diminution of the value of the material of the standard in 
the possession of the nation; 

(i) the reduction of the value of debts due by foreigners to the 
nation as fixed in its own standard j 
less (<?) the reduction of the value of debts so fixed due by the nation 
to foreigners. 

II.—In the case of a rise in the standard of value, the national loss 
would seem to be, conversely,— 

(c) the increase of the value of the national debt to foreigners 
expressed in the national standard ; 

less ( a ) the addition to the value of the material of the standard in 
the national possession j and 

|f) the increase of the value of any debts due by foreigners to the 


country and fixed by the national standard. 

In India (<?) would probably be always much more than (a) and { b) 
together ; and it would seem that a depreciation of silver would primd facie 
cause no loss of the national resources of India as a whole, and that, an 
appreciation of silver would be worse for India than its depreciation. 

10. As I have repeatedly argued (I do not know whether I may assume 
that you agree with me), an appreciation of gold would be an injury to India 
a« increasing the drain upon her resources ; its depreciation a gain, as 
diminishing the drain upon her resources. 

11. Thus far it seems to me, as I have already said, that India is more 
concerned with the value of gold than with the value of silver • that she 
would certainly suffer greater injury from an appreciation of gold than from 
a depreciation of silver 


to say that it would be 
better for the interests of India that gold should fall in value than that it 
should remain steady. Certainly, at least, it would be unjustifiable for 
India to endeavour, for any selfish purpose of her own, to depreciate the 
standard in which much of her foreign debt is fixed. But I do distinctly 
mean to say that India is not only justified in doing, but bound to do, 
nothing calculated to enhance this standard, and everything tl}at in her lies 
to prevent such enhancement. 


13. It would in my judgment be undoubtedly best for the interest of the 
whole world that there should be one common standard of value ; and as no such 
standard can be unchangeable, that it should be rather depreciating than appre¬ 
ciating. The first question is whether the establishment of such a standard 
can be hoped for, and what it should be. 1 have given reasons elsewhere for 
the opinion that gold would not prove to be such a standard, at least not for 
many ye ns to come. If the whole world should adopt gold as a standard the 
consequences would be, in my opinion, so great an appreciation of this metal, 
that, apart from all other evils, the indebted nations would become insolvent; 
in short, the thing is at present impossible. The only objections to this view 
which lean conceive are— 

(1) That in order to have a gold standard, a gold currency is not neces¬ 

sary, so that the whole work! might adopt a gold standard 
without any more gold than at present. 

(2) That the development of expedients for dispensing with the use of 

a metallic currency is such that the same amount of gold would 
now do the work of the whole world, as has hitherto sufficed for 
the want of only the few countries whose standard and urrenoy 
are already gold, 

- 14. The first objection is of the same character as your proposal and 
Colonel Smith's that we might have permanently a gold standard in India 
without a gold currency. In my letter of the 26th October I have denounced 
this view as an outrageous heresy. I need not travel again over the ground 
which I then took. I would merely say further, now, that the objection 
proves too much. If a gold standard, is permanently possible without a gold 
currency, why should Great Britain or any other country endure the needless 
waste of a gold currency ? Why should not the whole world betake itself to 
paper with a “ conrs forcS t- and what then would become of the value of 
gold ? 

15. Gold and silver derive their value altogether from the demand for 
them for this very use as currency, if there is no occasion so to use them, if, 
as some wild theorists argue, and as even you seem to argue, there is no 
occasion for the currency to represent the standard by any value of its own at 
all, then, as soon as this is perceived, the value of the precious metals will 
collapse, and they will be no longer fit to serve as standards of value. The 
argument is curious ; it is only because the precious metals must be used for 
currency that they have that value which qualifies them to serve as standards, 

16. As to the second objection, however much expedients for dispensing 
with the use of metallic money may be developed, there must clearly be a 
point beyond which such expedients cannot go. The Irishman who thought 
that, by depriving his horse of an oat a day, he would gradually accustom 
him to live upon air, discovered by practical experience that there was a 
fallacy somewhere in his logic ; and so with this currency question : it may 
bo difficult to say to what point the stock of. standard metallic currency 
necessary for the want of a country can be reduced without financial collapse; 
but it cannot be doubted that there is such a point, and indeed that there is 
not wanting evidence to show that the reduction has in some countries been 
already carried nearly to, if not below, starving point. It may be that on 
the whole even Great Britain loses by consequent commercial crises at brief 
intervals, more by her economy of the standard metallic currency than 
France does by the vast dead weight that she carries in this form. 

17. But if gold would not serve for a cosmopolitan standard of value, is 

x 


ihci e any other standard possible or conceivable ? I believe myself that, 
strange aa it may appear at first sight, silver would be a better cosmopolitan 
standard than gold, but that even silver would fail by reason of its- insuffi¬ 
ciency, My own conviction is that the bi-metallurgists are, after all, right, 
and that the proper cosmopolitan standard would be silver, with gold as 
an alternative at a fixed rating. 

18. The usual objections to such an alternative standard are of great, if 
not of overwhelming, weight as against its use. by a single country. *To give 
to the debtors of a single country liberty to choose whether they will pay their 
del tein one metal or the other, would be at least unfair in the case‘of all 
previous contracts, and might, go far to deprive the country for the future of 
any proper standard at all. But the case would be very different if the 
system applied to the whole world, for then, clearly, the relative values of the 
two metals could never vary by more than a hair's breadth. The value of 
both the metals arising entirely from their use as currency, it follows that, 
if the whole field of the world were open on fixed relative terras to both, one 
could never lose or gain value much without immediately causing the same 
effect upon the other. Such a standard, if applied to the whole world, would 
in truth be not really an alteftiutii>c f but a coz/ipotiti: or compcuratory standard, 
the value of which would be the value of both metals as a whole, a value ob¬ 
viously lesslibely to vary than that of either one of them. Moreover, the 
value of the two metals together is more likely to fall than to rise. 

39. Indeed, it is perhaps a somewhat weighty objection to such a com¬ 
pensatory or composite standard, that the material of it may be as much too 
abundant as either gold or silver alone would be too scanty. I am not 
prepared to deny that there is some substance in this objection • but I can 
conceive no standard, to which one objection or the other would not apply, 
and, for reasons already given, this objection is much less important than the 
other. Speaking generally, there seems good reason to think that if there 
were but one standard in the wcrld, some considerable appreciation, and a 
much more considerable depreciation, of it could be borne without attracting 
any attention or causing any real inconvenience or any substantial injustice. 

20. a think, then, that if it were possible to establish silver as the 
standard of value of the whole world, with gold rated as equal to 16$ times its 
weight in silver, or at any other suitable relation to silver, the whole currency 
difficulty would be solved, and I think that India or any other country inter¬ 
ested would be well justified in promoting the adoption of such a cosmopo¬ 
litan standard, 

21. But if you ask tne whether T. think that any such cosmopolitan, 
standard is really practicable, I am obliged to answer that I do not. There 
is only one country that would be able practically to induce the nations to 
agree to such a standard, and she. could indeed compel such an agreement if 
she pleased; 1 speak of course of Great Britain. But I despair of Great 
Britain understanding that such a cosmopolitan standard would be to her 
advantage ; though I am sure that, all thinys considered, It would be so, 
notwithstanding her largo claims upon other nations now paid in gold. Of 
course no nation can be expected to adopt, from mere consideration for other 
nations, any course that she does not think for her own interest ! 

22. What, then, is practicable ? Next to a cosmopolitan standard, the 
best thing would be a standard used by as many nations as possible. Even 
though Great Britain and Germany should hold aloof, the adoption of a silver- 
gold standard by all the rest of the world would go fa? towards the accom¬ 
plishment of the object in view, viz., the establishment of a stable and suitable 



standard. If the use of gold as a sole standard were confined to Great 
Entam and Germany, its value could not rise ; and the admission of silver as 
the standard of the rest of the world, conjointly with gold, would, X believe, 
secure the value of silver and gold alike against undue depreciation. 

28 is it possible to obtain an alliance of this kind? Doubtless it is a 
daring scheme and may seem wild, to the limits of insanity, but still there are 
reasons why it is not altogether beyond hope : 

(1) The interests 6f all the indebted, nations in this matter are the 
same, viz., that the value of gold shall be depreciated rather 
than appreciated. You will find the list of these nations on 
fcbe 12th and 15th pages of Seyd's * Fall in the Price of 
Silver.” America, with her usual acuteness, has for some 
time past begun to perceive her interest in this matter, and 
even gone the length of seriously discussing the idea of adopt* 
i»>g a silver standard and currency. She is the only one of 
them all that, at the moment, could-help us much; but the 
support of the others also would be very important. 

{£) France among the wealthy nations has great interests in the same 
direction. Happily or unhappily for us, she holds 88 millions 
sterling of silver, and although her debt is held’at. home, it is 
heavy Moreover, a strong party among the French econo¬ 
mists still advocates the alternative standard. There is cer¬ 
tainly room for negotiations with France. 

(3) It seems to me that France, America, and India ought to agree 


upon a common course of action, and that if they did so. 
important results would follow to India. 

. I confess that I contemplate with dismay the consequences to India 

• j VG * T \ <ll \ ven t c \ af b>pt a gold standard and a gold currency. I have said, 
indeed, that in my judgment we cannot dream of doing permanent]}' without 
a gold currency if we have a gold standard. But I percei ve that we might 
he long indeed before we could attain to a gold currency, and that the country 
would be sentenced indefinitely to the intolerable evils of an inconvertible 
currency, accompanied by the vapid appreciation of the standard in which her 
great debt is due. 

25 H re, then, is the upshot of my investigations so far : 

(1) The best: thing that could happen for India would be the adoption 
by the world of what 1 have called the compensator!' or corn- 


should aim, and that nothing short of this will really help us out of our 
difficulty, ' - 

I know that, you will give patient consideration to what I have 
said, even though you may not find it convincing. I am myself strongly of 
opinion that there js no sound alternative to the course I have thus recom¬ 
mended. 


(iv) From Majoh-Genebat, II. Stbaohbt, H.E., C.S I., to Me. tt. B. 
Chapman,—' •dated 28th November 1876 . 


I have to thank you for your two letters. I think it cjoubtful whether 
I can take on myself to prepare a complete essay on the subject of Indian 
currency; and without something of the sort it would not he easy to trace 
out the way in which our divergence of opinion arises in a complete way. 

But on one important point the cause of difference is apparent enough ; 
and, as it lies on the surface, I can deal with it by itself. Yon say it is a 
pernicious heresy, or something of that sort, to propose a gold standard with¬ 
out a gold currency, and go on to argue that, if we take the standard we must 
replace the silver with gold also. Now, without going into a theoretical 
discussion on such a point, 1 at once refer you to facts. In Scotland one- 
pound notes are universally used in preference to, and in practical exclusion 
of, gold coin. If dirty, very dirty, pieces of paper can thus become the chief 
element in the circulation of so highly educated and thoroughly practical 
people as the'Scotch, why may not silver money remain in circulation in India 
on as favourable terms ? The reason that the one-pound note is accepted, as 
it is, in Scotland, seems to be that the people are accustomed to it; that it 
has been judiciously limited in its issue to what is really wanted for the 
convenience of the community, and that, in practice, the persons who use it, 
find that it will buy as muck as a sovereign in gold in the places where they 

« . . r _ , ,_ have to use it. Any one who takes a Scotch 

^changeable for gold on demand one-pound note to Bristol will find that it 
at nny time: the parallel fails era- has not retained its purchasing power, and 
tirely in my opinion. he will abstain from taking such notes out of 

K. B, C, Scotland. But, for all this, the Scotch note 
is a representative of a value based on a gold standard. A somewhat analo¬ 
gous state of things exists in France. The 5-franc silver pieces are received 

at par with gold coin, though they are 
intrinsically less valuable, and though no 
one can demand gold coin in exchange for 
silver coin. If India had a rupee silver 
currency based on a, gold standard, it would 
be placed, in respect to such coin, just in the 
same position as Scotland is as to its one- 
pound notes, and France to its 5-franc 
silver pieces. The rupee might be comparatively worthless for export, though 
it should retain its full exchange value for home use. 

It seems to me that you have adopted your conclusion, that the gold 
standard mud be followed by a gold coinage, from omitting to give proper 

weight to the circumstance that the export 
value of coin is of very secondary import¬ 
ance, and may (as in the case of Scotland) 
.have no effect at all on its domestic value. 
If silver rupees were frequently required by all classes of society for the 
purpose of making remittances to foreign countries, the position would 
possibly be one that would be incompatible with a system such as we have 
proposed, and the public con venience would iu such a case demand a larger 
gold currency by help of which the needful external payments could be made. 
Bub we know that there is nothiug approaching to such a state of things in 
India, and that in fact the remittances of bullion from India are very rare 


I believe the present state of the 
French coinage quoad the silver 5- 
fr&nc pieces to be absolutely unsound, 
and that it cannot last. But a 
coinage consist lug only or oMefly of 
silver 6-frano pieces representing 
gold would be a very different affair. 

R. B. C. 


I do not agree. The value of a 
Scotch one-pound note is real. 

R. B. C. 



For my present purpose, the cause oE this is im* 


t You omit the important ques¬ 
tion whether the present l,v. 8^. is 
not really as valuable as tho old 
Is. 104c*. . 

R, B. 0. 


and on a small scale, 
materia!. 

In tact, when we talk of changing the standard in India io gold, we 

* But you cannot do this with- raeau «ot that we are going to alter* the 
out, ipso facto, entirely altering tho value of the rupee, but simply that we refuse 
value of the rupee. ^ to allow any more rupees to be made with 

E. B, 0. silver at a cost, say, off Is. 8in gold, and 

that we require that they shall be made nominally in gold at a cost of, say, 

Is. lO-^. We argue that, from causes 
which are irrelevent to our discussion, it has 
suddenly become possible to make for Is. 8£af. 
a rupee which Wo years ago could only 
be made for 1#, I0|dbf and that we find it 
inconvenient to permit this, and determine to stop it. It is wholly an Indian 
question how we regulate our rupee, and we shall do it in Indian interests 
wholly. If we allow rupees costing those wbo make them (and virtually 
import them from England) only Is. 8to be brought into the country 

X Why ? Who will compel people witho “ t tba res « lfc wi] * bo that the 

to take more than they want P quantity will soon increase in excess of the 

wantsJ of the people as measured by the 
value of rupees, as it was two years ago. 
Further, we see no reason why we should be 
compelled^ to sell rupees at Is. for which we could get two years ago 
Is. lOjd, solely because the cost of silver in the London market is less. We 
do not desire to make it more difficult to supply rupees to India than it was 
before the fall in the value of silver; but we must take steps to prevent the 
violent changes in the surn we can get for our rupees that arises from great 

II Why of silver, and not of gold. ^ctpatione in the value of silver, [| and 
„ u o therefore wo cannot allow more silver rupees 
to be made at tho present low rate. The 
whole of the argument* that apply to the Government in relation to its 
transactions apply equally to that very important class of persons who have 
to make payments. in England from. India. These are the persons who 
supply English capital and intelligence to India, and to subject them to the 
uncertainties attendant on the present system of coining rupees is to dis¬ 
courage them greatly. To the people of India, as a whole, the process, of 
introducing cheap rupees in exceptionally large quantities is simply equivalent 


$ Who compels yon P 


R. B. C. 
B. B. C. 


f Certainly, if possible. 

R, B. C. 


to bringing about a general depreciation of 
the rupee, which is certainly a serious incou- 

.. venience, and one that may properly be 

prevented, if possible. 1, 

There is no reason at ail to suppose that the adoption of the gold 
standard win interrupt the natural and healthy flow of capital to India; on 
the contrary, it will rather aid it, by removing the financial inconveniences 
due to the silver standard. 

such measures as these should affect, the 
domestic value of the rupee, or why any one 
should find it necessary to have gold coin on 
account of such changes who got on with¬ 
out it before unless it be one of tho people 
who wishes to introduce more money into 
India, and bo ex-hypot/iesi gets his gold. 


I am unable to see how 

Tbe reason is that you cannot 
take these measures without ipso 
facto raising the value of every ex¬ 
isting rupee to that of the ‘ new 
standard whioh you introduced. 

R. B. C. 




silver. Let it bo declared that the Government will always give in exchange 
* At what rate P Obviously this for gold coin an equal value of silver ooiu.* 
rate will hereafter regulate the value Thus, if silver coin is wanted, it will be got 
of your silver ooin. an equal quantity of gold being withdrawn j 

R B. C. so that the total quantity of currency is 
unchanged. The converse of this rule will prevent the depreciation of silver. 

. „ , , . , . No silver coin should be issued, excepting m 

1 (June so, but your unit of value , « ,-t ml , , • ° <• 

regulating every contract, past as exchange foi gold com. )e regain.»on of 

well as future, will, hereafter, be the total amount of the currency will depend 
the Dew gold unit. The vital ques- on the introduction or export of gold, and 
w *'l } his be just to debtors P will be left quite free.f The total, quantity 

tions of societyT Utl ° niSe ^ being thus kept at a proper level, that exact 

K. B. 0. quantity or silver and no more will be coined 
that is required for the public, and, as before 
said, the simultaneous withdrawal of the gold given in exchange, which will 
pay for the silver for coinage, will prevent any excess in the total amount of 
currency arising from the issue of silver. 

The Secretary of State would sell his' bills for gold or silver}: at the 
1 In omitting to fix the rate, you option of the purchaser, the same nde being 
omit the essential point of your pro* applied to silver, however, as before stated 
posal. that no additional silver ccnji' shall be issued, 

k“. B. 0. not even for the Government^ without a cor¬ 
responding withdrawal of gol‘d. 


It seems probable that no such change of the habits of the people will 
take place as would lead to any sudden desire to get gold instead of silver 
coin, such as would cause a depreciation of silver of a fanciful nature. Any 
collapse of business which affected the country on such a scale as to make the 
currency generally redundant is not a very likely thing to happen. We know 
that the additions to the coinage have been going on steadily for many years 
and it is more than likely that the stoppage of the silver coinage for a time 
would suffice to meet any tendency to excess. 

I have thus written more than I had intended when I began and I will 
not go on any longer, except to say that I cannot think it worth while to talk 
of joint action with other nations as long as England holds the sort of 
opinions commonly received here on these subjects. Even to the limited 
extent you name, I don't think it in the least possible. Nor am I able to 
Ti , r e see that it wonld be particularly useful to 

rate and allow free coinage of either fot domestic purposes we can have 

metal. Bat I quite Bee the extreme a ^old-silver currency, such as you speak or, 
difficulty of any international agree- and which does not really differ much from 
went; and that in its absence we w hat te<? desire, tv he never we like o take it. 
Sri.' 0 '" 1 " g ° 8 And for eternal use it warn to ms that it 

B. B, C. Is a matter of indifference what we do; our 
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silver coins. This loee must be 
borne : whether by the tax-payers or 
by these who chanee to hold the 
coins, is a subsidiary question, and, 
looked at broadly, comparatively, of 
minor importance. 

B. B. C. 


But every one knows that the 
power of converting it is there. The 
value of the paper depends upon 
this knowledge. 

B. B, C. 


which we have unfortunately done ourselves, or have armed others with the 
power of doing, while we have, not been wise enough or courageous enough to 
deprive them of the power when it began to be exercised to our injury. 

That silver is again going-hip in value is good 3nek no doubt, if it will 

* This is what I believe to be out ll P high enough, again, but if it sticks 
of the question. We cannot, ulti- where it is, it will rather be an additional 
mately, dispense with a gold coinage, difficulty, I think. However, whatever 
or amid withdrawing oar existing happens, I am equally satisfied that we have 

to get a g-olo. standard as soon as possible, 
without a gold .coinage* however, other 
than one that comes into existence by slow 
degrees. 

P.S ,—-On looking- at your letters again, 
I am led to add a few words. It seems to 
me an error to suppose that what I have 
called the domestic value of token money is 
necessarily dependent on its convertibility 
into standard money. No doubt by making 
token money convertible, you ensure its 
retaining its par value with the standard; but the converse does not hold. 
The criterion in the downward direction is the relation between the supply 
of the token money and the demand for it. The evidence of this in fact, is 
complete. French paper money for the last two or three years has been 

inconvertible, but has remained at par with gold. The 5-franc silver 

coins the same. So the limit of depression of value of inconvertible 

paper is regulated by the degree of excess issue. Unite lately, for in¬ 
stance, Austrian paper money inconvertible had a much better exchange 
value with England than the rupee, the nominal intrinsic value of the rupee 
and Austrian ideal silver florin being considered. The export value of the 
rupee was depreciated for a time by reason of the facilities given by our 
coining law for making rupees with cheap silver. No such facilities existed 
for making Austrian paper, 

I therefore hold that, so long as the total quantity of rupees current in 
India is not in excess of the wants of the country, there will be no deprecia¬ 
tion, whether the standard i.s silver or gold, and that the standard, in fact, 
does uot affect the question. 

Again, I object to your expression, to the effect that the Mint Law will 

be violated in a dishonest way by changing 
the standard, or that the legal regulation of 
the quantity of silver in the rupee had any 
other intention tfaau to secure a permanent 
domestic value to the coin. It certainly 
was never contemplated that a fixed quantity of silver having a constantly 
fluctuating value should bo taken as the legal standard coin. Experience 
shows that silver by its fluctuations in value can bring India into serious 
financial trouble under the existing Currency Law, in consequence of our 
large obligations to pay gold in England; and we claim the right to get rid 
of the inconveniences thus caused by closing the door to the importation of 


Can you guarantee gold against 
fluctuation P What other standard 
is possible than a fixed quantity of 
some substance F 

R B. C. 


silver rupees, and regulating the cost of the rupee to those who want to 


import it, in relation to gold, which is the metal used for the standard of 


value in external transactions of India, on which we are practically dependent. 
The object in view cannot be attained by altering the quantity of silver in 
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» Which you cannot stop, nor can 
yon stop fluctuations in the oost> of 
supplying goid anyhow, 

Un B. 0. 


the rupee, because with every fluctuation* 
of the cost of silver in England the cost of 
supplying rupees will continue to vary, in 
relation to gold, v/hi oil Is the thing to be 
stopped, 

India, its Government, trading community and people are in the position 

of a corporation that owns all the rupees in 
I own no distinction between ^) ie country. At present any one can get 

Sfc rop««f introduced as billion, thus fojeing 

that tho standard unit of value down the selling value of the rupee reckoned 
should be depreciated, it would be a in gold, which it is to the interest of the 
much greater evil that it should be corporation to maintain, though individuals 
appreciated. ^ ^ have an interest in the opposite direction. 

If you. can satisfy me that the genera! 
interests of India are. not such as I state, I shall have no ground to stand 
upon, and shall be prepared to let silver take its own road. But yon do not 


argue this. 


(v) Reply from R. B, Chapman, Esq. 


I am sorry to say that I cannot at all agree with your letter of Novem¬ 
ber 28th ; but it is impossible for mo at present to answer it at length. 1 will 
only remark (1) that I can admit no analogy between the convertible and 
rigidly (arbitrarily) limited Scotch notes and the inconvertible metallic Indian 
notes which you contemplate; (2) that I consider the existing state of the 
French currency absolutely unsound : the silver 5-franc pieces are, in fact, 
here also, inconvertible notes ; I do not believe that they can be maintained 
unless France reverts to the compensatory standard ; (3) that I do not believe 
in the distinction which you woud draw between domestic and foreign mine. 
Surely value is cosmopolitan, not local, so long of course as ingress and egress 
are free, Your domestic indue would be entirely artificial, and, 'therefore, 
most dangerous. The real question of principle, however, remains to be 
argued,—“ What are the objections to a permanently inconvertible cur¬ 
rency for this is what you advise, I have no time now to, as you say, 
write an essay upon it, which, to be complete, must probably be long ; but I 
will just say that, to my mind, your proposals violate the first principle of a 
sound system of currency; which is that the State shall not interfere at all, 
except in order to save trouble and promote the public convenience, to certify 
th'at the thing is what it professes to be : that, e.g., the disc of gold known 
as a sovereign does contain 113*001 grains of pure gold. Ido not at all 
believe that our currency troubles are over, though they may not recur this 
year, and, sooner or later, I expect to have to grapple with you and Sir Louis 
Mallet and Colonel Smith more closely and completely upon the subject. 



iaasiBisiiW 


XXXI. 


(Noth dated 9th February 1877,, sent to the Secretary of Stats 
WITH. DHSBATCH No. 49,. DATED THE 9'fH FEBRUARY 1877).* 

•Effect of the fall in the price of silver on trade and remittances and 

' on prices. 




The fall in the value of silver measured in gold dates from November J 872, 
‘For 22 years before that date, the price in London of an ounce troy of standard 
silver had never been below 60a?., and for 18 years more, it had never been 
below 59 d. In the calendar year 1878, the average pri$e was 59*22#., the 
lowest price (18th November) being 57-f^* I* 1 1874, the average price was 

58*37(5?., the lowest price (blst December) being 57-|rf. In 1875, the average 
price was only 56*7the lowest quotation being (on the 3rd June) 
in 1876, the average price fell to 53*08^. the lowest quotation being (8tb July) 
47 d. j sales were reported even as low as 46 d. The recovery from that lowest 
depression, though it may be temporary, has been rapid j the highest point 
since attained being (18th January 1877) 58§,<?. 

The statistics of the Foreign Trade of India (exclusive of treasure) during 
this period are as follows (in erores and lakhs of rupees) 

From 1st March to 80th April- 


Exports 

Import* 

* * • • * ' V* 

• « * * 0 P 

1873 - 74 . 

64-96 

31-64 

1874 - 76 . 

66*31 

34*64 

1 * 75 - 76 . 

68*04 

37*07 


.Net Exporta . 

23*32 

21*67 

20*97 


From 1st April to 80th November. 


Exporta 

Import* 

1873 , 

. , . . 82*28 

v • * * 20".'. JL 

1874 . 

34*09 

22*23 

1875 . 

85*90 

22*64 

1870 . 

37*93 

22*52 


Net Exports . . 12’17 

11*86 

13*26 

15*41 


These figures show a slightly accelerated growth of the export trade, and 
im interruption of the growth of the import trade, the result being, especially 
in 1876, a considerable increase in the value of the net exports. It is to be 
remembered, however, that important alterations of the tariff values and of 
the customs duties were made in the middle of 1875, the effect of which upon 
trade it is difficult to discriminate. But, probably, the interruption of the 
growth of the import trade rnay be attributed, in the main, to the depreciation 
of silver relatively to gold, 

* This wa* a smafi deapaioh forwarding the note. 


















The silver prices of imported goods in India, a? will be seen presently, have 
not risen ; and the circumstances would appear to have beers unfavourable to 
importers. It is understood, however, that on the whole, the import trade 
has not latterly been unprofitable. The total value of cotton manufactures 
(the most important of Indian imports) imported into India in the first eight 
months of 1875-76 shows no decrease as compared with earlier years. The 
figures are as follows, in rupees, omitting 000 :—, 

1st March to BOth April. 

1873-74 1874 - 73 . 1876 - 73 . 

16,15,57 16,26,86 16,42,89 

1st April to 30th November. 

1873 . 1874 . 1876 . 1870 . 

11,84,10 12,96,56 11,89,70 12,18,51 

The increase of exports is the more remarkable in that it is contem¬ 
poraneous with a serious contraction of the value of exports of raw cotton, the 
most, important of Indian exports. The figures are as follows (omitting 
000 ):— 

Value of Raw Cotton exported from India — 

From 1st March to 30th April . 


1873 * 74 . 1874 - 76 . 1876 - 76 . 


Cwfcs. , • 

■Value in Rupees 

• • • 

* * * 

4,500 

18,21,62 

6,600 

15,25,73 

o,010 

13,25,90 


1st April to 30th November. 


' Wi> hi •'?!* ^V.” >7? W* 

1873 . 

1874 . 

. 1875 . 

1876 . 

Cwts. • 

Value in Rupees 

. 2,977 

. 8,89,98 

8,653 

9,98,46 

3,738 

10,09,32 

3,264 

8,26,82 


The following table chows the exports the value of which has increased in 
1878 ; the values of the same exports for the last three complete years are 
prepared. The development of the exports of cotton goods, wheal, seeds, sugar 
a»d tea has been favoured by the fall in sterling exchange. Ike export trade 
of the past year is stated ho have been very profitable to all concerned, includ¬ 
ing the producers. 


§L 


f Iii Rupees, omitting 000. ] 


Articles* 


DURING WHOM 'YEAR, FROM 

1st April to 31st 
March. 

During eight months, from 
April to November 
inclusive. 



1873-74. 

1874-75. 

1875-76, 

1873. 

1874, 

1875. 

1876, 

m . 11 ; ft , ;' 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

‘Rs.' 

Rs. 

Cotton> Manufactures of 

• 

52,26 

30,14 

65,90 

33,56 

32,50 

41,04 

55,54 

Coffee « < • o 

* 

1,48,75 

1,30,53 

1,62,70 

60,07 

63,86 

58,68 

61,03 

* 

Indigo • 

• 

3,55,53 

2,57,63 

2,87,92 

65,26 

33,32 

31,78 

46,19 

V7'heai ♦ • 

• 'V 

82,76 

49,04 

90,10 

39,88 

38,67 

65,58 

1,32,65 

Hides and Skins (dressed 
tanned ), 

or 

63,47 

50,53 

1,19,01 

44,98 

32,24 

73,99 

95,24 

Jute (Raw) and Gunny Sags 

3,63,26 

3,48,03 

3,23,65 

2,19,74 

2,34,16 

1,79,82 

2,31,55 

Opium v 


11,84,19 

11,95,70 

11,14,84 

7,20,57 

7,85,97 

7,81,47 

8,38,36 

Seeds ii*# 

• 

2,36,14 

8,23,59 

5,46,20 

1,51,29 

1,88,75 

3,42,79 

4,04,43 

Sugar . 


22,78 

81,92 

25,38 

16,34 

25,64 

20,70 

41,49 

Tea * * 

. 

1,74,29 

1,93,74 

2,16,64 

1,17,54 

1,22,53 

1,42,71 

1,85,11 

Wool (Eau?) . 

• 

93,83 

95,99 

1,09,42 

58,80 

65,47 

68,02 

72,99 

Shawls^ . * 

• 

19,97 

16,70 

16,13 

14,30 

11,83 

11,77 

13,32 


The appended Table A contains the statistics of the net imports of treasure 
during' 1878-77 and in previous years. The amount of Government bills drawn 
upon India and the amount borrowed by the Government are also shewn in 
this Table as illustrating'the subject. The exports of gold exceeded the im¬ 
port?, for the first, time during the nine months April to December 1876. This 
unusual phenomenon continued during the five months June to October, and 
must apparently be attributed to the relative values of gold and silver not 
having varied in the same proportion in India as in other parts of the world. 

As to remittances, the rate of exchange has necessarily followed closely the 
price of silver. There is reason to believe that the alarm felt in the early part 
of 1870, as to the future value of silver, led to Banks and others making 
great efforts to withdraw their capital from the East to the West, and that 
this movement may partly explain the extreme depression in June and July 
1876. The retransmission of capital to the East on the partial restoration of 
confidence, may explain the rapidity of the subsequent recovery in the value 
of silver and of the exchange with gold. 

Two other Tables, B and C, are appended to this Note showing the varia¬ 
tions in the prices of the chief staple commodities at Bombay and in Calcutta 
since the beginning of 1878. 

It will be observed— 

(1) That with the exception of spelter and gold, the prices of imports 
are generally lower at the end of this period than they were at 
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Value of Exports which show improvement <» .1876 compared with 1875* 
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the beginning ; and that there has been no marked rise in the 
prices of imported commodities since the beginning of 1870. _ 

(2) That the following exports show a more or less considerable rise in 
price since the beginning of 1873 : jute, rice, silk, tea, eoffee ^ 

and the following since January 1870 indigo, rice, silk, tea, 
wheat . 

(3) That cotton, wool, hides, lac , saltpetre and xoleat show a, decrease 

of price as compared with the beginning of 18 73 ; but that the 
prices of wool, wheat, lac and saltpetre have materially recov¬ 
ered since the beginning of 1877. 

There are special causes for the improvement of the prices of most of the 
articles which show improvement; and, upon the whole these tables do. not 
appear to indicate any decrease in the value of silver ; the prices of all articles 
of export have however, doubtless, been stimulated by the low rate of 
exchange. 


1L—'Applications made to the Government of India for measures in remedy of 
ike effects of the fall in the gold-price of silver j and the action taken 
thereon , 

On the 17th July 1870, the Secretary to the Bengal Chamber of Com¬ 
merce transmitted, for the consideration of His Excellency the Governor 
General in Council, the following two .Resolutions adopted at a Special 
General Meeting of the Chamber held on Saturday, the 15th July ;— 

UUSOLDTIOMS. 

_That the continued depreciation in the value of silver is a question moat seriously 

affecting the politioai and financial interests of the country, and that in view to its jevy 
great importance the Committee be requested to address the Government in order to obtain 
such information as they may be able to give, in regard to the policy which they propose to 
pursue under the circumstances.” 

2 n d. _ **: That the Chamber approves of the suggestion of the Committee that it is 

expedient, in view of any ultimate measures that the Government may adopt, that ojause 1? 
of Act XXIII of 1870* making it obligatory on the Mints in India to receive all silver 
tendered for coinage, and also section 11, clause (b), of Act III of 1871, making ;t obliga¬ 
tory on the Currency Department to issue Notes against silver bullion sent in, be temporarily 
suspended, at the discretion of Government ; and that dnring such suspension, or till i wither 
notice, it be not lawful to import coined rupees from any foreign port.” 

On the -'.2nd July the Secretary to the same Chamber forwarded, for the 
consideration of the Governor General in Council, copy of the Proceedings of 
the Chamber at the Special General Meeting aforesaid. 

In this letter, the Committee of the Chamber, while recognising the 
difficulty of the position of the Government of. India, remarked that the 
uncertainty that had hitherto shrouded the action of Government had been 

attended with serious consequences to merchants and bankers, and would so 

continue to attend their transactions so long as they were kept in ignorance of 
the course of action the Government propose to take, the Committee, there¬ 
fore, expressed a hope that His Excellency the Viceroy would, m the inter¬ 
ests of commerce and of the country generally, accede to the prayer of the 
Brat Resolution of the meeting, and make public the intention ot the 

G 'Ts* the second Resolution, the Committee pointed out that its 
object, was not to prohibit coinage altogether, for that would be likely to 
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bring about a collapse of credit j but to place all coinage in the bauds of the 
Government to be exercised at their discretion. It appeared to the Committee 
suicidal for the Secretary of State to allow the competition of bar silver with 
the rupees which, he has to offer to those requiring money in India, ancUhat to 
suspend the free conversion of silver bullion into legal tender coin was 
not duly a wise and reasonable, but a necessary precaution for the Govern¬ 
ment of India to take for the preservation of their own currency, and to 
support the credit of tbeiv own loans, as well as to prevent the country from 
being swamped by silver sent in by foreign nations. 

The Committee argued that the fact that tho Government of India was 
compelled “ to put their Mint Stamp to all silver ” sent to India “ had given 
am artificial and fictitious value to silver, ” which would cease as soon as the 
Jaw was suspended. Bar silver would then, gradually, .fall to its own intrinsic 
value ; and the extent to which it was . depreciated would be soon gauged ; 
whereas, as things were, it was impossible to say how much , its value was 
appreciated by our “ open coinage system.” 

When ail Europe was closing its door against the import of silver ^ with 
the avowed object of having as little of the metal as possible, should fcbe 
depreciation be found permanent, it. seemed must impolitic, the Go remittee 
thought, tl to keep ours wide open for the reception of an unlimited quantity, 
costing the country, through our coinage laws, far more than its real intrinsic 
value.” The Committee could see no valid reason against the immediate 
adoption by the Government of the second Resolution of the meeting, and 
considered that the objections brought against it were based either on a 
misconception of its real scope, or on abstract principles (ignored, by other 
States); whereas the position of affairs was altogether exceptional, and 
ordinary rules did not apply. The Committee represented that the measures 
recommended in the Resolution were not more stringent than (in fact, scarcely 
so stringent us) the first financiers in Europe had found it necessary to adopt. 

Lastly, the Committee pointed out that there was a third proposition put 
before the Meeting, recommending the adoption of a gold standard, which, in 
deference to the feeling apparent among members present, was temporarily 
withdrawn ; and they referred the Government to the debate at the Meeting 
Upon this proposal. . . 

On the 81st July the Government of India published a Resolution 
inviting attention to the immediately probable financial consequences of the 
fall in the gold-value of silver, and insisting upon tho necessity for the 
utmost economy of the public resources. , . . 

On the 1st August the Secretary to the Calcutta Trades* Association 
forwarded a Memorial from the Master, M aidens, and Committee of the 
Association to His Excellency the Vieeroy and Governor General of India in 

Council. „ 

In this document the memorialists represented that they hau, tor many 
months past, been suffering great loss from the low rate of exchange W'dch 
hid fair to paralyse trade. The memorialists joined earnestly with the Bengal 
Chamber of Commerce in urging on the Government the importance 
of declaring* the policy it intended to pursue for tho remedy of this evil? 
and prayed’that the policy of a temporary suspension of the compulsory 
coinage of silver might receive the early consideration of Government* 

The memorialists further expressed great satisfaction at the desire 
manifested by the Government to encourage local manufactures, and sug¬ 
gested a relaxation of the rules against the purchase oi imported stores for 
the Government iu India. 




•On the 2&ud'September 1876, after Gcmsidiriug the u Report by the 
Select Committee of the House of Commons on depreciation of silver, with 
the Proceedings of the Committee, ordered by the House of Commons to be 
printed on the 5th July 1876, ” the Government of India published a Reso¬ 
lution (No. -80441 upon the suggestions of the Bengal Chamber of Commerce 
and the Calcutta. Trades* Association, in which the following arguments .and 
conclusions were stated :— 

1. The recent change in the value of silver measured in gold may be duo 
to changes in the value of one metal or the other, or of both. Before a fit 
remedy can be applied, it is essential to ascertain what exactly has happened,* 
whether gold has risen or silver fallen, and how much the value of each 
metal has changed. It cannot be assumed, without decisive proof, that the 
divergence of the two metals is due wholly, or even chiefly, to the fall iu the 
value of silver. 

2. The prices of commodities and of the precious metals, in London and in 
India, witness to a considerable rise in the value of gold since March 1873, 
and especially since December 1875, and do not show any fall in the value 
of silver measured in commodities other than gold. Using these prices with 
all reserve, it must still be said that they afford evidence of this fact, at least, 
that a rise in the value of gold is one of the causes which has disturbed the 
equilibrium of the two metals. 

8. The divergence of the values of the two metals seems due to three 
principal causes, of which the first appears to be the most efficient :— 

(1) The substitution of gold as the standard of value, in Germany, 
the Netherlands, and the Scandinavian Kingdoms, for silver, 
and, in the Countries of the Latin Convention,(for their custom¬ 
ary alternative or compensatory standard of silver and gold. 

(2) The increased production of silver in the United States of 
America. 

(8) The decreased demand fer silver in India. 

4. The value of gold and silver, like that of any other commodity, 

depends on the one hand upon their supply, on the other upon the demand 
for them, which again depends upon the uses made of them. The long- 
continued equilibrium between the value of gold and that of silver is due 
to the two metals having shared, without material change of conditions, the 
only great field for the employment of either of them the supply of 

legal tender metallic money). This equilibrium has been disturbed by the 
rapid supersession of silver by gold in Europe and America as the standard 
of value, and therefore as the material of legal tender metallic money. This 
supersession is calculated h fifiori to raise the value of gold no less' than to 
lower the value of silver. 

5. Excessive importance is not, per se. attached to the increased produc¬ 
tion of silver in the United States of America, 

fi. When India is in a normal condition, i.e„ when there is no abnormal 
demand for any of her staples, and she is not borrowing large sums from 
abroad, the amount of treasure required to settle her accounts with the world 
is not considerable, and of the treasure received a substantial proportion has 
always been gold. The largo imports of treasure into India since 1850 are 
due to abnormal circumstances, as follows :—* 

(!) The Crimean War transferred to India large demands for 
produce theretofore obtained from Russia. 





*/ , , , , v 


pfp: 

MMn 


(2t 


303 

TjLj 




& A 

", ; • ’ V' V /* 

:kmMs&hk 


§!« 


,.J& 


the standard of value in the chief countries with which India 
interchanges commodities, yet trade will not he permanently 
injured by a fall in the value of the rupee measured in gold, 
provided only that a fresh stable equilibrium of the precioua 
metals be attained. 

Bully —That, up to the present moment, there is no sufficient ground 
for interfering with the standard of value. 

The only other representations received upon the subject by the Govern¬ 
ment of India have been complaints by various European officers in its service 
of the loss which they are suffering from the fall of the sterling value of the 
rupee, and prayers for assistance from the State. 

These memorials are still under consideration, either by the Government 
of India or t he Secretary of State. 





















































































table b. 


Variations in the wholesale prices of certain Staple Commodities at Bombay ; faking the prices of January 1873*100. 
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TABLE B— (continue!?). 


Variations in the wholesale prices of certain Staple Commodities at Bombay ; taking the prices of January 

1873—100 —eon fed. 











1675. 

1877. 










4= 

+8 

■g j 

eft 

43 

-AS 

O 

4 = 

• *3 

4 

5s 

s 

£ 

•*2 

43 

43 

-AS 

H 

43 

■*a 

S3 

d i 
a 

! 

i j 

gj 

13 

35 

i 

4 

d 

05 

/ 









O 

O 

-g 

| 

Cft 

n 

0 

•§ 

s- 

©’ 

43 

s 

0 

% 

u 

© 

43 

2 

© 

> 

u 

£ 

2 

% 

** 

© 

2 

© 

► 

s~ 

0 

£ 

1 

U 

O 

43 

a 

© 

© 

§ 

g 

s 

© 

' >4 : I 
© 

a 

© 

© 

t? 1 
a i 

<30 

*»» 

f- 

cS 

CJ 

5^ 

■ ‘-fa- . 

e5 

O 

a ; 

« 

5 

3 

C 

R 

>* 

cs 

d 

g 











0 

0 

* l 

£ 

z 

& 

ft 

ft i 

ft 

ft 

41 



>n 



lijiruaio, 











j 


t 



4 







Gray Sbirtlngs {8j lbe.) 

* . 



• 

9 

4 

4 

„ 

#»• 

fM 

... 


... i 

*»• 

- 


... 

... 

♦ 4. 

... 

... 

... 

85 


Mule Twist, No. 40 

, 

m 


• 

• 

• 

4 




... 


79 s 

... 

1 

: M , : : 

... 

... 

4.. 

77 

79 

Mi - 

... 


Turkey red, Nos, 

40-60 . 


* 

« 

♦ 


4 


... 

• «§ 

... 


1 

... 

... 

::: j 

... 

... 

... 

... 

... 

... 


... 

... 

,, Orange dye, Noe 

40-80 , 

« 



4 ‘ 

• 





... 


... 

., 

... t 

... 

'97 

... 

... 

4 .. 


... 

... 

_ 

Copper, Sheathing 

, t 

, 

* 

# 

• 

4 



O. 


... 

... 

... 

... 

100 j 



... 

... 

... 

... 

93 

. 

,, Braz^rs 

4 # 


* 


4 -' 

4 



... 

100 

98 

... 

... 

99 

99 


96 

”95 

... 

... 


»*» 

9-> 

04 

„ Australian 

• • 

• 

• 

• 

4 

• 

4 



... 

... 

... 


97 



94 

S3 

... 

91 

..1 


92 j 

Iron, fiat, square and holt . 

a * 

, 

• 

• 

4 

• 

4 




79 



... 

78 

... 

75 

73 

... 

79 

, 

... 

... | 

! 2 

Spelter . 

• 0 

# 



4 

4 

4 

§ 


m 

... 

... 



... 

... 

115 

114 

... 



... 

no | 

[ ~ 

Coffee, Moeba , 











... 

... 

... 

... 

... 



«*« 

... 

117 


... 

... 


„ Malabar . 

f t 

• 

• 

» 

« 

4 


4 


! 



,,, 

... 

... 

... 

... 


... 

130 


» 

... 


Ivory, large 

fp middling , 

it ♦ • 

a » 

• 

• 

» 

♦ 

4 

• 

» 

4 

4 

4 

. 4 


l 

... 

... 


..i 

. ... 



««J 

44* 

... 

... 

... 

... 

... 

... 

Silk, China, Nankeen 

• • 

* 

* 

• 

4 

4 

4 

• 



lit 

Ml 

««■ 


121 

... 

... 

m%9 

m 


• A« 


... 

107 

„ „ Canton, No. 5 . 


• 


m 

• 


4 


— 

... 

112 


... 

... 

107 

... 

... 

•M 

107 

... 


... j 

... 

104 


EXPOETS, 























Linaeed . 

# 

• 

• 

• 

• 

4 

4 


... 

■ if 

108 

109 

1 *** 

no 

«f • 

Ill 

... 

100 

... 

... 


96 

103 

108 

Cotton, Surat . „ 

• a 

• 

• 

9 

• 

4 



... 


• •• 


y 

M1 


... 

.. 


„ 

... 



, Broach . 

« 1 

1 • 

• 



• 

4 


... 



*75 

73 

75 

76 

... 

89 


76 

90 

92 


gM 

91 

„ Amrawati 

• 1 

, * 

4 




4 



... 


78 

80 

78 

... 

... 

87 

S9 

S7 

90 

92 

91 


93 

tt Dholcra . , 

Wool, Mekran 



4 


• 

•V * 

• 




*«• 

si 

80 

82 

■ 

... 

86 

86 

67 

89 

91 

93 


04 



• 


# 

4 



• M 


444 

... 

68 

444 

72 

n 

81 

... 

62 

... 



„ Klicrasan 

• 

• « 

• 


• 

4 





77 


74 


76 

69 

76 

... 

... 






M M arwar 

• < 





4 




... 



... 


... 

... 

a..* 


#44 






# „ Cnteh 

* 

, , 

• 



4 



*.# 




65 



82 

88 








Sugar, Bengal, No. 1 


• « 




4 





85 


... 


89 

... 



“93 





*95 

1 „ Mauritius, No, l . 

‘ Wheat, Sohagpur Pissi 

* 

• • 

• 



4 



,,, 

... 

91 




S5 

... 

in 


&a 

•*$ 

... 



111 


• » 




4 

4 


itt 


86 

... 

... 


88 


!*♦ 


68 





91 

,, Khnodwah S«oni . 

* 

. 




4 

4 


1 ... 


81 

*44 

... 


97 


M« 


91 

aM 




90 

„ Lasalgaum 

• 

. « 

4 



4 



' ... 

... 

90 

• •f 



100 

... 



100 

M# 

• Of 



loa 

„ Jubhulpore 

4t 






4 



... 

... 

83 

IH 

... 


93 

... 


III 

94 

B»| 

tat 

... 





















































































■m tsr^ 









£pjgi| 

PMl 


mM 


v:: • ;:m:.; 

t 


m 


TABLE C, 


f 


Variations in the whole tale prices of certain Staple Commodities at Calcutta; taking the prices of March 1878—160. 
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XXXII. 


Despatch prom the Government op India, to the Secretary op State 
tor India, No, 423, dated 9th November 1899. 

The Government; of India, in its Financial Despatch No. 368, dated the 
13th October 1876, addressed the Secretary of State on the subject of the 
depreciation in the value of silver in relation to gold, which had at that 
time created considerable anxiety, by the sudden fall which took place in 
Julv of that year, when the exchange value of the rupee was hardly above 

U 6 <*. 

3. The Government of: India then came to the conclusion that the 
circumstances were not such as to justify any action in relation to the 
currency of India, though they had been strongly pressed by the Calcutta 
Chamber of Commerce to suspend the coinage of silver. In the view they 
thus took, they were supported by Your Lordship’s predecessor, who, however, 
In stating his opinion to this effect, represented to the Government of India 
the risk of giving pledges on a subject on which it was desirable to leave their 
action free for the future. 

8. The Despatch, above referred to, discussed in some detail the main 
considerations that presented themselves to the Government at that time in 
reference to the facts of the case as they then appeared. But the conclusions 
tome to were chiefly of a negative order, and rather indicated the diflioulty of 
finding any satisfactory solution of the questions raised, than gave them 
any practical answer. The general result, hov/ever, was, to point out that 
the adoption of a gold standard, with a gold currency that should replace the 
existing silver, would be so costly as to be impracticable, and would 
otherwise be open to objection; aud that the attempt to raise the value of 
the rupee, by adding to its weight, would be an incomplete and uncertain 
proceeding, and costly, though far less so than the adoption of a gold 
currency. 

4. The despatch notices also, but only to reject it, the proposal that the 
Indian standard of value, and, with it, the exchange value of the rupee, 
might be raised by limiting the coining of silver in the future, and by 
adopting a gold standard without a gold currency. The possibility of 
taking this course was not questioned ; but the evils which it was thought 
must attend it, were held to be so great as to preclude its acceptance. 

5. It was to have been expected that a subject so encompassed with 

difficulties, and on which opinion was so hesitatingly expressed, should not 
receive any early settlement, and it was probably the wisest, as it was 
certainly the most natural course, to allow further time to elapse before 
attempting any final solution of the grave financial problem it involved. 
The improvement that took place in the value of silver in the year 1877 
favoured this policy of inaction; and it is only now, when a fresh fall has 
brought down the rupee to a value hardly greater than that which it had in 
July 1876, that the serious nature of the risk which our existing currency 
law entails on us is once more forced on our attention by its practical effects 
on the Home remittances. ^ , . 

6. We, accordingly, have again had brought under our consideration the 
previous proceedings and consultations bearing on this extremely important 
matter, and we proceed to lay before Your^ Lordship the results of our 
deliberations upon it.' 


7, We-aw disposed to believe that the present great depression of the 

exchange is to some considerable extent the resnlt of the special position of 
political and commercial affairs. When thus speaking of exchange, it is 
necessary to distinguish between those variations in the exchange value of the 
rupee which arise from variations in the parol exchange, and toe fluctuations 
dependent on trade demand. The latter lie altogether outside of our con¬ 
sideration, and it is to the former only that we refer. Now there can he no 
doubt that the general low exchange value of the rupee, as thus understood, 
is the immediate result of the fall in value of silver in relation to gold, 
operating through our existing currency law, and that the serious fluctuations 
to which the exchange has been subject during the last two or three years, 
with the extremely mischievous effects they involve, are essentially due to the 
same cause, or to the uncertainty of the future relation oi the values or the 
two metals. , , „ ., . . 

8, It has further become plain that the current of all the most truer- 

worthy opinion t6iids rscioro stud inorc towards tho cocci mhiou th^tf bo i<u ns 
can now be foreseen, there is no prospect of any early or complete recovery 
in tbe value of silver, and. on the contrary, that the probabilities iuc all 
in favour of a further fall. The constantly increasing wealth of the chief 
countries of the world leads them more and more to desire a gold standard 
for their currencies, and the far greater activity of international trade renders 
more &n4 more iiieoBvenient the retention by feliem of dill 01 ent standai ds, 
and addB to the probability oi tbe general and exclusive adoption tne gold 
standard which has been accepted by the principal mercantile nations ot 
Europe. The extension of the use of gold in place of silver tends to 
depreciate silver in relatiou to gold, and thus each step towai Is the genetal. 
introduction of gold makes the maintenance of a silver standard more 
inconvenient in international transactions, and adds to the probability of the 
ultimate exclusion of silver altogether, except for token-money. 

9, Of all the countries calling for uotice m connection with this 
discussion that have bad a silver standard, India is the only one whioh has 
not protected itself in some degree from the consequences of the fall in the 
value of silver that has been going on now for several years. The Latin 
Union lias practically suspended the coining of silver for the last three or 
four years. Germany has abandoned silver entirely. Russia, Austria, 
and Italy have only a paper currency. The recent steps of the United Steles 
have merely been to permit a limited coinage of silver, and by tho Govern¬ 
ed. How serious is the disturbance caused in Indian finance by the fall 

in the valuo of silver in relation to gold that has taken place during the last 
six or seven years, will be appreciated when it is stated that, the Home 
remittances of the present year wore estimated, in the Budget to require a 
sum of nearly two-and-a-half mores of rupees more than would have been 
needed in 1871, and that, at the present rate or exchange, say 1* Id, 
the excess would be us much as four mores. In other words, the country 
is now taxed from two to three millions a year more than would have been 
necessary if the old rates of exchange could have been maintained ; and we 
must look forward to the possibility of this charge rising to lour millions, or 


move* 


11 In saying this, it i» not intended to imply that India is wholly 
loser in consequence of the fall in the value of silver ; for there are, no don 
compensating advantages, to which reference will hereaiter be 


a 

doubt* 

made 


which must: not be lost eight of in estimating the ultimata effect of these 
chaDges. 

12. lint, so far as the taxation of the country is concerned, measured in 
the eurrejidy of the day, it is obvious that the immediate result is what has 
been mentioned- And bearing iri mind the necessary fixity of much of the 
existing taxation, the difficulty of finding new sources, of revenue, and the 
dissatisfaction, caused by all increases of taxation, even by those for which 
there is tbo most urgent necessity, it is indisputable that the political inoon« 
venieuce of this gradually increasing burden is extremely great, aggravated as 
it further is by the uncertainty of its amount, and the impossibility of foresee¬ 
ing its fluctuations, which may at any moment become the cause of the most 
grave financial embarrassment. 

lo. In attempting to adjust the new burdens thus required to be met, 
serious difficulties, moreover, arise. For, it being clear that it is to the general 
fah in the value of tbe whole amount of the Indian revenues, measured in 
gold, that this additional taxation is due, it might beheld to be right, in strict 
equity to the several classes of the community, to readjust the whole of the 
former taxes, rather than to impose new taxes oa any particular class. Other 
serious questions might also be raised in other directions, and can indeed hardly 
fail to he raised in a form that may be very embarrassing if matters remain as 
they are, with reference to the scale of salaries of public servants, fixed in 
former years when exchange was high, and more especially the salaries of 
European officers, who, from their position, are practically forced to make 
considerable remittances to England. 

14. We refer to these points, however, not with any view of discussing 
their respective importance, or how they should bo dealt with, but only to 
indicate the nature of some of the more prominent difficulties which have been 
caused, and which must continue to arise, if the present state of things is left 
without remedy. The necessity of frequent increases of taxation, and of 
having to meet a growing feeling of dissatisfaction among the most influential 
class of public servants, or to make a general revision and increase of the sala¬ 
ries of ail classes, is not a happy prospect for any Government. 

15. Though not here proposing, then, any elaborate discussion of the many 
forms in which the fall in the value of silver, with the uncertain prospects of 
its value in the future, affects public interests in India, there are two points 
on which it is necessary to dwell—first, the effect on the value of Government 
Securities ; and second, the effect on the trade of the country. 

16. Six years ago, in 1872, the average exchange value of the rupee was 
28^. 'Ihe 4 per cent, rupee securities of the Government, of India m 
Calcutta were then at an average premium of Hs. 18, At the same time, the 
enfaced 4 per cent, rupee securities in London were at £26. In the present 
year, the 4 per cents, in Calcutta have ranged for some months from about 1)4 
to 96, and in Loudon the latest quotation is £72. The amount of rupee paper 
held in London in 1872 was nearly 14 millions sterling- in value, so that the 
depreciation of this property alone has not been less than two millions sterling. 
In 1872 the average value of the sterling 4 per cent, bonds of tbe Secretary 
of State was 104£, and in the present year it has been from 100 to 102, The 
great comparative steadiness of the Sterling obligations cf the Government is 
at cnee obvious; and it is needless to dwell on the injury done to our borrow- 
ing power by the risk to which the public creditor is exposed by such fluc¬ 
tuations in value as those of the rupee paper above noted. 

17. The consequences of a fall in the exchange on the Import trade of 
India are almost equivalent to those of an Import duty of corresponding 


n mount. To secure the same profit in Sterling money with a falling rate of 
■exchange, the prices of articles measured in rupees must he raised in the 
game proportion ; sales will therefore he reduced, and the Export trade pro 
tanto checked also. It is, of course, true that the direct effect of the low 
exchange is to stimulate the Export trade, but the set off caused by the 
opposite influence on Imports must not be overlooked in estimating the value 
of this one advantage of cheap silver. It is unfortunately impossible to 
deduce any positive conclusions from the trade returns as to the real effect of 
the fall irt silver on the Export and Import trade of India ; the disturbances 
due to the seasons of extreme drought, to the commercial depression, and, to 
the political troubles which have characterised the last two or throe years, 
have been of a nature to obscure or obliterate the results that might perhaps 
have beeu anticipated. As a matter of fact, no improvement can be traced 
with any confidence in the Export trade, and it remains doubtful whether the 
greater cheapness of the rupee (subject to the opposite influence above 
alluded to operating through the Imports) has had any beneficial effect at ali 
on the trade of India, 

18, If we were to enquire whether a return from the present condition of 
affairs, in respect to exchange, to that which existed six or seven years ago, 
were desirable or not, if it were possible, we do not think that any differences 
of opinion could possibly arise among the various elapses of the community. 
The Government and the tax-payer would alike hail the change with the 
greatest approval. Nor are the merchant or banking classes at all likely to 
dissent from such a verdict; and it will be remembered that the movement in 
1876, in favour of measures supposed to he suitable for meeting or preventing 
the evils of the falling exchange, originated with them. 

19. It is doubtless true that the foregoing observations have beeu 
directed mainly to the inconveniences arising from the fall in the exchange, 
or external value of the rupee, in relation to sterling currency, and to the 
uncertainty that must prevail as to this value in the future, it the existing 
Coinage Act is maintained. And we think that a careful examination of the 
situation will shoxv that it is principally to this aspect of the question that 
we should look, though, of course, nothing should be done in attempting to 
remedy evils affecting the exchange value of the rupee, without careful atten¬ 
tion to its internal value within British India. 

St-0. The very existence of the British (iovernment in India essentially 
depends on the regular remittance to England of the large sum which the 
demands of the public service require there for various purposes. In like 
manner, the prosperous condition of the commerce of India, and of all enter¬ 
prise based on British or other foreign Capital, no less essentially depends on 
the healthy operation of the exchange transactions betweep the two countries. 
The enormous magnitude of these combined interests is obvious. I lie Home 
remittances of the Government amount; to about one-third or one-fourth of 
the whole of the Revenues, and, in the present year, are about 17 millions 
sterling. The value of the Export and Import trade with Europe, taken 
together, has for some years exceeded 100 millions sterling, and the British 
Capital invested in Railways alone amounts to upwards of ICO millions. 

SI. The uncertainty that has now for some years prevailed with refer¬ 
ence to the value of silver, and the consequent disturbances in the exchange, 
have, we need hardly remind Your Lordship, been causes ot continued finan¬ 
cial difficult? to the Government both in England and India, and it is nob 
possible to doubt that similar results must have been produced by these 
disturbances in the trade transactions of the country, or that investments of 


foreign Capital in India, either for trading or other purpose?, must have been 
very seriously interfered with by their influence, 

22. At the present lime, when political events may throw upon India 
new burdens of unusual magnitude, the position of pur Government in rela¬ 
tion to this question assumes ft character of extreme gravity. Whether, if 
Birch demands upon us arise, they would require us to have resort to increased 
taxation to provide additional resources for the service of the year, or to loans 
to meet sudden or unusual charges, or, as may be more probable, to a combina¬ 
tion of the two, the anxiety that will attend our Financial administration 
must be very great; and if the holders of silver should, under any combina¬ 
tion of circumstances, throw any considerable quantity on the market, as is at 
all events possible, the consequences to India might be financially disastrous. 
How a sudden call to supply by taxation a million or more to provide for 
further loss by exchange, and one or two millions for war charges could he 
met, we are at a loss to know ; yet that such demands might arise, no one 
can say is so improbable as to remove them from a serious claim on our 
attentions The prospects of a loan in such a case would not be much more 
satisfactory. Any temporary relief obtained by borrowing iu England would 
be more than compensated by the increased burdens created in the future, and 
the necessary tendency of things would be to go from had to worse. 

23. Such we hold to be a true statement of the present difficulties and 
prospective risks of maintaining the existing currency law, and we feel 
assured that they have not. been in any way overstated, it remains for ue to en¬ 
quire whether any practical remedy could be devised on that should not be open 
to serious objections, or the risks attending the adoption of which should not 
be so groat as to prohibit it. We feel most fully the heavy responsibility that 
will rest on us in dealing with the Currency of India; but it is plain that the 
responsibility for doing nothing is no less great. Whether the law is left 
as it is, or whether it is changed, the result will be equally due to our action, 
and we cannot, if we would, avoid facing this grave question. 

24-. To obtain fixity of exchange by the adoption of a gold standard, 
and the substitution of a gold for a silver currency, through the direct 
action of the Government, has, we think, been conclusively shown to be 
impracticable by the Despatch of the Govornraent of India of October last ; 
and this plan, therefore, calls for no further notice. The increase to the 
weight of the rupee, also noticed in that Despatch, is equally undeserving 
of attention, as, in fact, it would give no security for the future, and would 
entail a heavy charge without accomplishing the essential point to be aimed 
at. There remains the simpler and first proposed suggestion, the limitation 
of the coinage of silver, which, though rejected in 1876 by the Government 
of India, as already stated, appears to us to call now for a closer examina¬ 
tion. 

25. This suggestion in its main features is, that the Coinage Act shall 
he eo far modified as to withdraw the free right of the public to take silver 
bullion to the Mint for coinage, and either to suspend it entirety in future, 
or limit it for a time. The precise manner in which, in conjunction with 
this change, provision should be made for needful future expansion of the 
currency, has not been so exactly stated, or with the same concurrence of 
opinion ; and, almost as a necessary consequence, the method by vvhica the 
standard of value of the rupee should be determined in future, or while the 
coinage for the public is suspended, has not beau exactly defined by many 
of the advocates of the plau. 


26. It is obviously an essential part of any such scheme, if it is to have 
the effect of fixing the'exchange value of the rupee, that the power of obtain¬ 
ing that coin in future shall be regulated in some manner by a gold payment, 
and that the relation between sterling and rupee currency shall thus be 
fixed irrespective of the fluctuation in the relative value of the metals o£ 
which the coins are formed. 

27. It is not, on the other hand, an essential part of shell a plan that any 
particular relation of value should be thus fixed, and, so far as its principle ia 
concerned, it is immaterial whether the rupee should be fixed at two shillings, 
that is, one-tenth part of a pound sterling, or at any smaller or larger propor¬ 
tion. All that is necessary is that the rate, being once fixed, shall remain for 
the future unchanged. It will therefore be convenient first to look at the 
results of the adoption of a gold standard for the India rupee currency in 
its general features, and irrespective of the precise relation to be fixed 
bet ween the rupee and the pound sterling. 

28. So far as we are aware, the only general objection that, has been 
urged against adopting a gold basis for the Indian Currency, instead of 
silver, excepting that it would involve a change of long-established custom, 
is that it would greatly disturb and increase the value of gold throughout 
the whole world, and would thus create a fresh set of evils, the con¬ 
sequences of which would be worse than those that have been caused by 
what is commonly spoken of as the fall in the value of silver. It is argued 
that this fall has, till now, been in fact nothing more than a rise in the 
value of gold ; that, by excluding silver from its place in the currency of 
India, its value would he really reduced, while the introduction of gold would 
cause such an additional demand for that metal, that its value would be 
much raised all over the world; that India, with all other countries, 
would be made to suffer the evils of a currency of gold much enhanced in 
value; arid that India, in particular, would suffer from having to discharge 
both its existing silver obligations in India, and its sterling obligations in 
England, in gold so enhanced in value. 

29. We are unable to attach any importance to such arguments. That 
the diminished use of silver and the increased use of gold, for currency pur¬ 
poses, has added to the value of the latter metal in relation to commodities 
generally, is, at all events, not. impo-sible, or even improbable, within certain 
limits, But that there is any sufficient evidence of the value of silver, in 

relation to commodities generally, having been maintained, we are not pre¬ 
pared to admit. And the argument is no far self-contradictory, that any 
reduction in the use of silver in currency must have an exactly opposite effect 
on the value of silver, to that produced on the value of gold by the increase 
in the use of gold, so that there is the same reason to conclude that there 
has been a fall in silver as that there would be a rise in gold, in relation to 
other commodities, 

30. Next, we do not think that the adoption of a gold standard for 
India would necessarily, for a long time at least, lead to any very important 
reduction in the quantity of silver required for the Iudian coinage. Neither, 
on the other hand, do we think that it would necessarily lead to any very 
laro-e use of gold. Therefore, we should not anticipate any very important 
changes in the values of the two metals, as a necessary consequence of the 

measure spoken of. ... , , . , 

32 Further, on this point we will remark that experience has shown how 

extremely untrustworthy are all speculative opinions as to the rise or fall .in 


the value of the precious metals, ami as to the effect of such changes of value 
on the currencies of the civilised world. The subject is one which we, there¬ 
fore, Hunk it useless to pursue, and we prefer to treat the question before us 
in relation to the actual facts from which there is no appeal. 

82, Any objection to the change from a silver to a gold standard could 
not, in our opinion, be sustained merely on the ground of its being a depar¬ 
ture from established custom. The existing Currency Law was framed, and 
has been maintained, because it was thought that it would give the best 
practicable protection to the. special interests concerned in the money trans¬ 
actions of India As soon as that character is lost, all justification for 
maintaining the law ceases, and the necessity for changing it arises. 

88. Pro V»ahly the roost, important question in connexion with the adop* 
tion of a gold standard of value for India, is the rate at which the existing 
coin shall be valued, and it opens out various complicated and difficult 
enquiries. But, before dealing with it, another point may conveniently be 
discussed, namely, whether or not it is practicable to maintain a silver coinage 
as the principal element in our currency, with a very limited gold coinage, 
or without a legal tender gold coinage at all. Tho Government of India, in 
its Despatch of 1876, expressed an opinion adverse to the possibility of 
maintaining such a system, and held that a step such as is now under 
discussion would soon force the adoption of a full gold coinage, leaving the 
silver as a supplementary part, of the currency. On a full reconsideration of 
this point, we are led to take i-he opposite view, and to thiuk that such 
a system would he perfectly practicable, and would lead to no material diffi¬ 
culty. It is true that there is no country in which 6uch a condition of things 
actually exists. But those countries*—and there arts many of them—in 
which an inconvertible paper currenoy exists or has existed, give proof that 
the far greater anomaly of a currency devoid of any intrinsic value whatever, 
is capable of performing the work of a metallic currency satisfactorily, and of 
maintaining its local exchange value so long as an excessive issue is duly 
guarded against. 

34. The local demand for gold, silver, or notes (when a paper currency 
exists alongside of a metallic currency), will almost wholly he determined by 
the habits or prejudices, and tbe average magnitude of the money transac¬ 
tions, of the people; and we see no reason to think that any theoretical 
change in the standard of value would operate so as to modify the habits of 
the people of India in respect to the use o£ silver coin for the bulk of their 
transactions, for a long time at least, especially if the coin itself were not 
changed in any way. 

35. The practical issue, however, would plainly be influenced in a great 
degree by the intrinsic value of the silver coinage which would be current on 
such a system. In proportion as tbe intrinsic value of the silver coin approached 
its nominal gold value, the facility of maintaining the system would be 
groater, and vice vend, and in the actual position of things in India, the 
extent to which a silver coinage would remain current, with a partial gold 
coinage at a nominal value much in excess of its intrinsic gold value, becomes 
of much importance. 

86. First, looking to the British coinage, we find that the shilling as now 
current would be worth, with silver at 60<#, per ounce, a small fraction move 
than 9//. At such a rate a rupee intrinsically worth 1#. Qd might remain 
current at a nominal value of 2,». The Mint law of Franco fixes the relation 
of gold to silver, on which the fnlllegal tender silver money is bated, at 


) 5*5 to 1. At 50c?. per ounce for silver, the actual relative value is about IS*? 
to 3. so that, at the present time, the intrinsic value of the 5-ftanc piece is 
reduced in the proportion of 18*7 to 15'5, or to about 4*2 francs. 1 hift is 
equivalent to a rupee, at 2 shillings nominal, being intrinsically worth is. m, 

87. These instances seem to show that neither in the way of the sur¬ 
reptitious coinage, nor of discredit from depreciation of intrinsic value, is it 
probable that there would be any serious difficulty in keeping the rupe e in 
circulation at its present weight, at a nominal value of two ehimugs, with a 
gold standard, and a partial gold ooinage. . . 

SB. That some difficulties and inconveniences might arise from a silver 
coinage so current at a rate much above its gold value will, of course, be 
obvious ; and, amongst these, the risk of fabrication of false or illegal coins ib 
often spoken of as likely to be serious. But we believe that experience does 
not support this view. The offence of coining is not of frequent occurrence, 
and the mechanical difficulty of imitating, with success, silver coins such as 
those produced at the Indian Mints, with any appliances likely to be available 
to fraudulent coiners in India, is so great as to appear to us to remove from 
this cause of objection almost all its practical importance. It has been urged, 
and we think with truth, that so far as the general maintenance of the value 
of the currency, and its character for genuineness, are concerned, a very ranch 
larger introduction of false coin would be required, to produce any sensible 
effect, than could be contemplated in any circurnstauces that can be con* 

ceived, . . . 

89. Neither is it to be lost sight of that there is a comparatively easy and 
certain method open for correcting the evils that arise from a silver currency 
ia such circumstance* as those that have now bean referred to, namely, the 
gradual addition to its weight. This could be carried out by degrees, and 
without cost to the State, to any extent thought expedient, within the prac¬ 
tical limits of the coining power of the mints. On the whole, therefore, we 
consider that objections of this class may be regarded as sufficiently answered. 

40. There remains one other point to be noticed. It is frequently said 
that any interference with the currency which involves the modification of the 
values of the coins, by which alone debts can be discharged, is unjust, as 
leading to violations of contracts already made, and the performance of which 
extends over a considerable time. Suoh an allegation would no doubt be true 
if the condition of affairs was such that the values affected by such contracts 
would have remained constant if the interference in question had not taken 
place. But, a- India is now situated, the truth is quite the reverse of this. 
The ov'ly hope of preserving the values of existing contracts is to exercise 
some interference. Those who have seen the value of the rupee full in a few 
rears from 2s. to 1#. Id. may, without their sense of justice being questioned, 
ask to have the contracts made at the former rate, protected, if not by a 
.restoration of things to the position in which they were five or six years ago, 
at all events to the extent of giving security against further loss. And these 
considerations apply equally to contracts made wholly in India, as to those 
made between India and other countries. 

41 . It would be idle to deny that the very essence of ail laws relating 
to the currency is to give fixity to the standard of value so far as it isr possible. 
Nothing was further from the intentions of the Cramers of any of these law, 5 . 
than to^euahle persons whi entered into engagements ten or twenty years ago 
to discharge the obligations then incurred by means of greatly reduced pay¬ 
ments in consequerae of a fundamental change in the value of the metal then 


selected ae the standard of value because of its supposed fixity of value. When 
a law not only cease# to produce the effects it was designed to produce, but 
leads to results wholly opposed to its original intention, the necessity for 
looking closely into the expediency of its retention can no longer be ques¬ 
tioned. 

42, The extent to which prices in India itself have been affected by the 
fall in the value of silver in relation to gold outside of India, to which is due 
the great fall in the exchange value of the rupee, is extremely difficult of 
exact determination. As a matter of fact, however, no disturbance of internal 
value that has attracted any notice has till now followed the fall in silver, 
if, indeed, it has occurred at all in an appreciable degree ; and it is certain 
that if any change has taken place, it has been altogether insignificant in 
comparison to that which has occurred in the foreign exchanges. If this be 
true for the past fall, we see no reason for doubting that it will be true for 
a future rise, if steps are at once taken to arrest further change of internal 
prices ; and we confidently believe that the restoration of the gold value of 
the rupee to what it was six or seven years ago would now produce no greater 
internal inconvenience or disturbance than that which followed the recent 
full of value ; or, in other words, that no such consequences would ensue at 
all. But to secure such a result the action must be prompt, for the inriux of 
silver is certainly leading to a general depreciation of the rupee currency, 
at present imperceptible. 

48. From these more general considerations, we pass to those that should 
govern the determination of the precise relation that would best be fixed 
between gold and silver, on the hypothesis of the adoption of the gold 
standard for a rupee currency. In the first place, it is obvious that to guard 
against, future variations of the relative value of the two metals favourable to 
silver it would be expedient to pitch the future nominal value of the rupee above 
its intrinsic value. Indeed, if no change is to be made in the weight of the 
rupee, this precaution might be considered essential. Further, it would be 
desirable, for this same reason, to fix, the new value of the rupee, measured 
in gold, at an amount that is not, likely to be reached by any fluctuations of 
the value of the precious metals that can now be anticipated. In this view, 
it would appear improbable that a lower rate than Is. 1C )d. or 1#. 1QM. could 

bo accepted. . 

44 . But, having reached this point, it may bo asked whether it would 
not be desirable to go a little further, and take 2#. &6 the new standard value. 
It must be borne in mind that, the main point to be secured being.fixity in 
relation to gold, to raise'the exchange beyond a certain point will be a posi¬ 
tive evil, just as much as its recent depression has been so. Od the whole, 
the conclusion that would appear to us least open to objection (every decision 
being, in the nature of the subject, arbitrary), would be to endeavour to 
restore to tbe rupee the value in relation to gold that prevailed before the 
late serious depression in silver began. We think that this would best meet 
all Jhe conditions of the problem to be solved. In proportion as the risk of 
ebauge has increased, it is probable that contracts have been moie gu.iided. 
All transactions are necessarily subject to the fluctuations of exchange caused 
bv external influences of all sorts j and if the change of standaid were 
introduced, as it might be, in a manner that would spread the rise of 
exet anges over some time, the extent of the disturbance would, we should 
think, be reduced to small dimensions, . ...... 

45 There would doubt-less be some practical convenience in bringing the 
currencies of England and India into a relation that would make the pound 


sterling a decimal multiple ol the rupee. But the vulue of this should not 
be over-estimated. The exchange value of the currencies of the two countries 
would still necessarily constantly fluctuate, though within very far narrower 
limits than heretofore. As, however, there would appear to be no very good 
reason for selecting any one fractional amount between Is. 101//. and 2/f. Od. 
for the gold value of the rupee iu preference to another, the balance of con¬ 
venience would seem to rest with the adoption of 2v., which would very 
cloBely comply with the condition of approximating to the former value, 

46. We are thus led to the general conclusion that it will be practicable, 
without present injury to the community as a whole, or risk of future 
difficulties, to adopt a gold standard, while retaining the present Silver 
currency of India, and that we may thereby, in the future, fully protect 
ourselves from the very real and serious dangers impending over us so long 
as the present system is maintained. We consequently desire to recommend 
to Her Majesty's Government the adoption of such a change at the earliest 
moment possible, and we shall proceed to explain, in all necessary detail, the 
measures by which we advise that it should be effected. 

47, To facilitate the explanation of our views, we have prepared a Draft 
Bill (a copy of which is annexed, and to which reference is requested) which 
would, in our opinion, when passed into law, accomplish all that would for 
the present be necessary. 

4 tf. The first point to be guarded in attempting to carry out the proposed 
change, is to provide for complete freedom for any expansion of the currency 
which the trade requirements of the country demand. This, we think, could 
not be properly secured if the Mints were wholly closed for the coining of 
silver for the public. If this measure were adopted, the responsibility for 
supplying the silver demand would be thrown on the Government, and in the 
present position of the market for gold and silver bullion in India, it would 
not be possible to accept such a duty. 

49. What might at first sight appear the simplest, and therefore the 
best, way of allowing for the expansion of the Indian silver currency, with a 
gold standard, would be for die Government to undertake to give silver coin 
in exchange for gold coin to all comers, at the rates fixed by the new sy stem, 
and to open the Mints for the coinage of gold, while they were closed for 
silver. But, in the absence of any supply of silver in India from which to 
obtain the necessary material for coinage, such an obligation could not be 
accepted, without involving the Government in complicated transactions in 
the purchase and stoiiug of bullion which it would be very inexpedient to 
enter on. 

50. It has to be borne in mind fhat it is not the object of our action to 
force on India a gold currency, or to displace the silver currency; but 
rather to avoid such a result, or to check the tendency in that direction, so 
far as it can be done consistently wifcli the adoption of the gold standard, 
We are consequently led to the conclusion that, while we give certain 
facilities for the introduction of gold coins into India, we should not yet go 
so far as to declare them a general legal tender; and that we should, at the 
same time, make provision for the coining of silver, without limit as to 
quantity, but on terms that will give no advantage to the introduction of 
silver in relation to gold. 

61* These objects we propose to attain as follows :—We first take power 
to receive British or British Indian gold coin in payment for any demands 
of the Government, at rates to be fixed from time to time by the Government, 
till the exchange lias settled itself sufficiently to enable us to fix the rupee 
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value iu relation to the pound sterling, permanently, at 2 shillings. Sitnnl- 
taneously with this, the seignorage on the coining of silver would be- raised 
to such a rate as would virtually make the cost of a rupee, to persons import¬ 
ing bullion, equal in amount to the value given to the rupee in com par ison 
with the gold coins above spoken of. We should thus obtain a sell-acting 
system under which silver would he admitted for coinage at ihe fixed gold 
rate, as the wants of the country required; while a certain limited scope 
would be given for the introduction and use of gold coin, so far as it was 
found convenient or profitable, _ 

52. The simultaneous modification of the Paper Currency Law wnl 
obviously he necessary to relieve the Currency Department from the liability 
to give notes in exchange fox' silver bullion, and to provide for the issue or 
notes for gold. This will involve the grant to the Government of a power 
to discharge its notes in gold as well as in silver; and to this there can be 
no objection, even though gold be not now declared a legal tender, as the 
Government will accept gold iu payment of its own demands. 

53. - No interference will take place with the coinage of silver for Native 
States, under the Native States’ Coinage Act. The amount already allowed 
to be coined under this Act is small, and will have no practical effect on we 
currency generally, and. the new rate of seignorage aid appl} to ail ®ucn 
coinage authorised in the future. 

54. The prohibition of the import of coined silver will be requisite, 
tboiigh when molted or defaced, its iree admission will not be interfeied 

with. . , . 

55. It has also been thought right, in order to provide against any hard¬ 
ship that might arise from the possible exclusion, by the proposed measuie>, of 
silver bullion bought or contracted for before the announcement of the niton** 
tiou of the Government to raise the rate of seignorage, and stop the issue 
of notes in exchange for silver bullion. Arrangements are, therefore, made 
for admitting such bullion for ooinage, or exchange into notes, under suitable 
conditions to guard against abuse. Such a clause would not. be inserted, m 
the Bill when first published, but should be added just before it passes. 

50. Lastly, power is given to the Government of India to put an end to 
the operation of the proposed law by executive order, so that, if any unfore¬ 
seen mischievous results ensue from the restrictive operation of the new law, 
of a nature to show that it should not remain iu force, the means shall be 
present of* correcting the evil at once, and of reverting to the former state or 

things. . . e M 

57. The principal object aimed at by the restriction of the silver coinage 

might, perhaps, have been secured without legislation by incmqmg the time 
that elapses between the receipt of bullion and the delivery oi the com pro¬ 
ceeds, which time, under the existing low, is fixed by the Government. Such 
a course was, in fact, adopted, we believe, in branee, wit i t ie same o ‘.1° 
But we think that it would not be expedient to proceed thus, nor to interfere 
with the operation of the present Coinage Law, otherwise than under the 

authority of an''Act of the Legislature. . , t, ... , 

5*. We have considered it inexpedient to interfere a all with the British 
Indian gold coinage, thinking it best to restrict all changes m the law to 
what is essential for accomplishing the first step towards fcbe c ange o ■ ® 
standard. We aim, it is true, at the eventual adoption of the British stimdaid 
and the extension to India of th’e use of British cold coins. But t e nu,.isures 
now to be taken are preliminary on’y. and the ultimate position of the 
currency of India could not be regulated with certainty or advantage, till 



tbo close of the period of transition required to establish the fresh relation of 
value between the rupee and the pound sterling. 

59 . We have thought it better to reserve to the Government of India, 
at the outset, the power of fixing the amount of' seignorage on the coining 
of silver, and the rate at which British gold should be received in payment 
of rupee debts to the Government (subject to the limitation of the value of 
the rupee to one-tenth of a pound sterliug), in order to allow some means 
of preventing any sudden rise in^ the exchange either from panic or other 
causes ; arid it will be a matter for oareful consideration how the transition 
from the present rate to the highest rate contemplated maybe carried out 
with the least disturbance of trade. It is not, however, now necessary to 
discuss this point, 

CO. We contemplate no change whatever in the manner .in which the 
Home remittances are made, nor any interruption of the system of free 
tender for the Bills offered foe sale by the Secretary of State. We think that 
the rate of exchange should, as heretofore, be left to be settled by the require¬ 
ments of the market, only subjeet, of course, to the new conditions under 
which alone rupees would henceforth be procurable in India. 

61. We consider that the wants of India, in the matter of silver coin, 
would be fully supplied without any friction under the system we suggest. 
At the same time, the accumulation of a certain proportion of British gold 
coin in the currency reserve would give a most useful power to the Govern¬ 
ment to meet any sudden or unusual pressure on the exchanges; and once 
more the Indian Currency would have restored to it the power of contraction 
by the export of coin, which it has practically long lost, 

62. The proposed plan would give the Government no power to add to 
the currency by the coining of silver, and all fear 'of an inflated token cur¬ 
rency would thus be removed. 

63. Wa should, as: already stated, not advise the immediate recognition 
of gold coin as a legal tender. Such a measure would not be necessary for 
the main object in view ; it would be a departure from the existing condition of 
things which for the present had better be avoided, and it might tend to 
stimulate the process of transition from a silver to a gold curreucy which, as 
we have said, it should rather be our care to check at the outset. The accept¬ 
ance by the Government of gold coins in payment of its demands would 
secure needful facilities for the import of gold for the present. At a later 
period, it would, no doubt, be expedient to throw open the Indian Mints for 
the coinage of gold. The coins should then be made identical in all respects 
with those of Great Britain, and the needful authority should be obtained 
from Parliament to make them a legal tender in Great Britain, as Australian 
gold already is. With this change, the old British Indian gold coinage should 
cease. It has at present no legal status, and its disappearance would have no 
effect whatever on the currency. 

64. We may attempt to look forward to the probable result of such 
measures if they be carried out. The imposition of the increased rate of 
seignorage on the coinage of silver will have the necessary effect of raising 
the exchange till it approximates closely to the rate at which the gold coin 
of Great Britain is declared to be exchangeable into rupee currency. How 
soon this may occur will mainly depend on the local demand for money and 
the local supply. As the rise takes place, supposing the general expenditure 
of the country meanwhile to remain unchanged, the charge to meet what is 
technically called the “Loss by Exchange ” will diminish, and the Govern- 
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went will eventually find that the expenditure has beers reduced by two or 
three crores of rupees. To this extent, it' meanwhile no fresh cause of 
charge has arsen, taxation might be reduced, or tin- surplus of income over 
expenditure might be applied to the discharge of debt, etc. 

65^ If it be asked whence this improvement will be obtained, the reply 
is, that it will be solely by a redistribution of burdens, to the advantage of the 
tax-payer at large, at the expense of the Export trade of India, and it deserves 
special consideration how this way operate. To whatever extent the export 
trade may have been stimulated by fcht* fall in the exchange, it must be 
cheeked by the rise of exchange. But the producers of India, while they 
receive less by reason of any reduction of the exports corresponding to the 
increased cost of the rupee to the foreign purchaser, will benefit by the simul¬ 
taneous addition to the power of home consumption due to the reduction of 
taxation, which will follow the diminished cost of the home remittances. 
That, on the whole, there would be in the end a net reduction in the exports, 
or a check on their growth, following a rise in the rate of exchange, as com¬ 
pared to the normal condition established under a lower rate, cannot Le 
questioned. The action, however, both in case, of a fall or rise, is temporary 
only j and the ultimate necessary condition of trade is that any excess of the 
value of the exports over that of the imports of any oountry represents the 
amount which that country has to pay to other countries, which economists 
technically call a tribute, but ,which is really a payment for services of 
various sorts, including interest or profits on the investment of foreign 
capital. 

68 . Now it is plain that, so long as the amount of the so-called tribute 
is not changed, the quantity of merchandise necessary to pay it will not 
change either, excepting by reason of a change of its value in the foreign 
country to which it goes. The fall in the value of silver in relation to gold 
enables the foreign merchant to purchase larger quantities of Indian goods 
for the same amount of gold, whereby he is enabled to sell this increased 
quantity at a lower price. The Indian producer is paid iu what is really a 
depreciated currency, though it does not at once lose its local value ; the 
immediate result will be some direct increase of profit to the producer, by 
reason of increased sales, which will continue, but in a constantly diminish¬ 
ing degree, until the effects of the depreciation of the currency have become 
generally appareut, and a general rise of prices has been caused with corre¬ 
sponding increase of taxation and of all other burdens fixed in money. The 
profits of the producer on his sales will, taking the country as a whole, be 
more apparent lhau real, as the additional cost of the home remittances will 
have to be made good from the producing class, partly in the taxation that 
falls on them directly, and partly through the reduced consumption consequent 
on the taxatiou of all other classes. 

67. As a fall in the value of silver would for these reasons lead to no 
eventual benefit or injury to the trade of the country, so neither would a, rise 
of value. It is, indeed, great changes in the relative values of international 
standards that lead to evil consequences, and not mere differences id those 
standards. Beeent experience has shown that the relation of the value of 
gold to silver can no longer be expected to remain without great fluctuations. 
It is therefore, in our opinion, of primary necessity, for the future prosperity 
of the trade of India with the countries of Europe employing a gold standard, 
that Tudia, too, should have a standard of value based on gold, and not on 
silver. 


6 ft, The question on which we have now fid dress eel Your Lordship, i» 
one of such complexity, and ha3 so many bearings on other subjects of high 
fisea'and economical moment to India, that it would not bo possible for us, 
within the practical limits of such a communication as the present, to attempt 
to exhaust the subject, or to give a complete view of the consequences likely 
to ensue from the measures we have proposed. There are, however, a few 
more points to which attention may be drawn. 

69, Among the objections that have been taken to the abandonment of 
the silver standard for India, one that we have heard is that the value of all 
hoarded silver would thereby be much reduced, and a great injury done to 
the people. So far as the hoarded silver is in coined rupees, no such effect 
would be produced, and, as to the rest, we think that no fairer subject of 
taxation could be found, if that expression rightly describes the effect of the 
change of standard, than the silver bullion virtually buried without producing 
any useful return to the country. Bullion so hoarded is in no sense Capital, 
and adds nothing to the real wealth or productive powers of the community, 
which are in fact based on the continued consumption and replacing of its 
Capital. Fnfther, while silver is displaced, gold will be brought forward, 
and a supply of this metal may be found to be forthcoming in India itself 
for coinage in reduction of the quantity that might otherwise have been 
eventually required from outside. 

70 We have observed that an immediate consequence of the improve¬ 
ment of the exchange would be the possibility of the reduction of two or 
three crores of taxation. This would at once give the means of carrying out 
without further difficulty the removal from the Import, and Export trade of 
India of all the duties which now press upon it, and it is difficult to believe 
that such relief would not much, more than compensate for any temporary 
pressure that might be caused by the rise in the exchange. The resources 
that would be set free might, indeed, enable our Government to go far beyond 
this great step, and to accomplish such a reduction in the Salt duties as 
would realise what have, till now, been necessarily mere visionary anticipations 
of an almost impossible future. 

71. Another result, not less important, would be the increased facilities 
obtained for dealing with the public debt. The doubts now surrounding the 
future value of rupee securities would be removed, and our practical power 
of borrowing greatly improved, with corresponding reduction in charges for 
interest. And though no direct pecuniary advantage would be obtained for 
ludia in respect to the home remittances, since the diminished “ Loss by 
Exchange,” as has been already said, would lead to a transfer and not to a 
reduction of actual burdens, yet the relief would be great, by reason of the 
removal of all future anxiety or financial disturbance in relation to these 
transactions, 

7'Z. Further we think that the tentative and preliminary measures which 
wo have proposed, would place the currency of India in a position in which the 
future possibility of an alternative standard (as distinguished from a double 
standard which, as commonly understood, we regard as an impossibility) 
would be left open. This subject, however, lies beyond our present task, and ‘ 
it is obviously one on which it is needless for us now to enter. 

73, In conclusion, we desire to express our opinion lhafc, if such a policy 
as we have advised is to be adopted, no time could be f ound for giving effect to 
it so favourable as the present. The extremely large importations of silver 
bullion last year, and the corresponding coinage amounting to about twelve or 
thirteen millions sterling in value, have been followed in the present year by 
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a very small import ; and the conditions of the Exchangee and Silver market 
vendor it almost certain that forward transactions on a large scale have not 
been entered into, and that an alteration of the Coinage Law would, at the 
present time, have unusually small practical- effect,. . 

74 , To this might further be added, that the political risks of the present 
time, and the prospects they create of necessary additional taxation, w a 

if our proposals were adopted, might be avoided wholly or to a great extent, 
cr even he met by reduction of taxation, add force to theargumenj a > 
if these changes are to be made, there would be special political advantage 

in making them now. . 

75 , Wei feel strongly the heavy responsibility that attaches to us in 
urging ’action in this matter. But we feel no less strongly that this respon-, 
eibllifry is only apparently greater than that involved in doing nothing, lo 
i of rain from interference will be to give our sanction to changes as numerous 
and as important, as those that would arise from following the oouise we 
advise. In the circumstances with which we have to deal, it is not possible to 
apply the principle of laisxezfaire ; every Currency Law is a departure Irom 
it : and no real escape can be found from an exorcise of our control over the 
currency, whether we submit to the evils which we have pointed out or adopt 
the means for avoiding them. 
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Despatch from the Secretary of State for India, No. 502, dated the 

18th December 1879. 

Iq your letter dated the 9th of November 1878, No. 428, Your 
Excellency brought to my notice tlie great difficulties in which India was 
placed through the fall in the price of silver, and the heavy loss devolving 
on your Government in effecting the necessary remittances to this country, 
and you made proposals of a very important character entailing a change in 
the standard of value and an alteration of the law regulating the currency, by 
which you were of opinion that the evils would be effectually remedied. 

2 . While recognising the force of the arguments with which your 
proposals were laid before mo, I yet felt it impossible to deal with the subject 
from an exclusively Indian point of view, considering the numerous interests 
involved ; and 1 accordingly lost no time in forwarding your letter to the 
Chancellor of the Exchequer, in order that the question might be taVen into 
Consideration in regard to its bearing on the relations of the United Kingdom 
with India and on British commerce as well as Indian trade. 

3, Your further letter of the 28th January 1879> No. 34, impressed upon 

lMFebnary.-i™, 29tb J»n u »r,. j» fi the nrgepey of a decision before the 

financial measures of the year 1879-80 

Feeling it impos- 


By no moans insensible to the import¬ 
ance of yonr proposals for currency 
legislation, which arc under careful 
consideration. 

An immediate decision in the face of 
strongly conflicting opinions is impos¬ 
sible. Time for collection and verifica¬ 
tion of facts essential to a sound con¬ 
clusion. 

The question of appreciation of gold 
as well as depreciation of silver must be 
dealt with, and occupies the attention 
of many competent authorities. 

Will communicate with you from 
time to time on progress of enquiry, 
and possibly we may find some means 
of strengthening exchange and partially 
relieving pressure. 

19th May .— Departmental Com¬ 
mittee has unanimously reported against 
your Currency proposals and I accept 
report.* * 


were determined on. 
sible to authorise yonr Government to 
proceed in the direction suggested, before 
time had been allowed for a full investi¬ 
gation of the matter, I communicated to 
you in two telegrams, dated the 18th of 
February and the 19th of May last 
(quoted in the margin), my inability to 
approve the measures recommended by 
Your Government. 

4. I did not at that time anticipate so 
long a delay in replying fully on the 
subject; but the views of the Lords Com¬ 
missioners of Her Majesty's Treasury have 
only been conveyed to me recently, in a 
letter dated the 24th of November 1879, of 
which I enclose ten printed copies for your 
information. It must be understood that 

the Members of my Council are uncotn- 

* Copy enclosed. milted to the facts and arguments of that 

letter, and that the questions discussed remain open for tbeir consideration 
in case of need arising. 

5. In the meantime circumstances have greatly changed. The price of 
silver has, for the present at any rate, improved; and it may he hoped ihafc 
some of the causes which led to the extreme depression are passing away. 
When the expected deheit appeared to leave to your Government no alternative 
between the imposition of extra taxation while a large portion of the popu¬ 
lation was still suffering from the effects of recent famine, and measures which 






would, in your opinion, remove for ever the risks attendant on the fluctuating 1 
price at which the bills on your Government could be sold in London, you 
were naturally reluctant to resort to the former course. The country has, 
however, now been blessed with an adequate and in many places, abundant 
harvest. The revenue appears to he in a flourishing condition, and your 
financial arrangements for the ensuing year are being prepared on a different 
basis from that on which you were forced to act a twelve-month ago. 

6 . Iu these oircumsbances it appears to me that were I to comment in 
detail on the arguments and proposals contained in your two letters, it would 
merely lead those engaged in the arduous duties of administration to employ 
themselves in defending or refuting principles which it has been concluded 
not to accept, and it is only necessary, therefore, tor me to convey to Your 
Excellency the decision of which you are already aware, that Her Majesty's 
Government cannot authorise the change which you proposed in the currency 
system of India, _ 


RESOLUTION. 

At a meeting held at the India Office on Wednesday, the thirtieth day 
of April 1879, the Committee appointed by the Secretary of State for India 
and the Chancellor of the Exchequer to consider certain proposals of the Indian 
Government relating to the Currency of India, agreed to the following 
Resolution :— 

(1) That this Committee having examined the proposals contained in 
the despatch from the Government of India are unanimously of opinion that 
they cannot recommend them for the sanction of Her Majesty’s Government, 
and desire to report this opinion to the Secretary of State and the Chancellor 
of the Exchequer, and await further instructions. 

(2) Your Committee desire to append various papers prepared for the 
use of the Committee. 

LOUIS MALLET. 

EDWARD STANHOPE, 

T. L. SECCOMBE, 

R. G. WELBY, 

T. H. PARKER. 

R. GIPFEN. 

ARTHUR JAMES BALFOUR. 


No. 86SO, dated 24th November 1879. 

From— -Sib H. Ssrwis Ibbbtsok, Babt., Treasury Chambers, London, 
To—The Under-Seeretary of State for India. 

T am directed by the Lords Commissioners of the Treasury to request 
you to inform the Secretary of State for India in Council that they have 








given their most attentive consideration to the proposals of the Government 
of India contained in their despatch of the 9th November 1878, 

Those proposals have been, as you are aware, referred, by agreement 
between the Chancellor of the Exchequer and the Secretary of State, for 
special consideration to certain officers of the Imperial Government, anu of the 
Department of the Secretary of State, who report that they are unanimously 
of opinion that they cannot recommend them for the sanction of Her 
Majesty's Government. 

My Lords have read with care the papers which accompany this Report, 
and they proceed to offer their own remarks upon the difficult question sub¬ 
mitted for the decision of the Secretary of State. They can assure the Seer a- 
tary of State that they have endeavoured to study the problem before them 
with a view to the interests of India alone, irrespectively of any convenience 
or ineotfveuience which the adoption of the proposed measure might cause to 
the United Kingdom as using a single gold standard. 

The Indian Government begin by referring to a previous Financial 
despatch of the 8th November 187tt, in which proposals of a nearly similar 
character were discussed and rejected. It is open to question whether, in the 
present despatch, they do not understate the positiveness of the opinions 
expressed in the former one, and, still more, whether they do uot underrate 
the gravity of the objections brought forward in that despatch. 

I .-—Nature of the evils demanding attention. 


See paragraph 
line 1. 


28 of the despatch, 


They next describe the “ present difficulties and prospective risks," or, as 

my Lords would prefer to term them, the 
more remote consequences attending the 
maintenance of the existing currency law. 

They say that the fall in the value of silver which took place in 1878 
„ , , „ and which brought down the rupee to a 

See paragraph 6, line 6. value hardly greater than that wliioh it. 

had in July 1876, forced on their attention the serious nature of the risk which 

Paragraphs 12 and 13. ^ , Iaw eu * aiis ° n India by its practical 

effects on the Home remittances. They 
point out embarrassing questions which may be raised if matters remain as 
they are—'Such as increase of taxation, readjustment of taxation, and revision 

t, „ , , P , ,* of salurics; and they touch brieflv on the 

Paragraph. IS, 16, and 17. o£ ’, he depi 4 iati , u oE J,,„ (1) 

upon the value of Government securities, and (2) upon the trade of the 
country. 

My Lords need not point, out that.a change of the currency laws is one of 
the most difficult tasks which a Government can undertake, and that it is 
most unadvisable to legislate hastily and under the influence of the pressure 
of the moment, or of an apprehension of uncertain consequences, upon a 
subject so complicated in itself, and so important to every individual of the 
community in its bearing upon the transactions and obligations of daily life. 
To justify such a change it should be proved by argument, basod upon facts, 
not only that the actual state of the currency is causing immediate evil or 
danger, but further, that such evil will r ot cure itself, aud that it is one 
which cannot be removed or averted by means of less objectionable measures. 

My Lords, reserving for the moment the “ immediate difficulty" of Home 
remittances, will endeavour to try by these tests the “ prospective risks, " a« 
described iu the despatch. 



It is not proved that increase or readjustment of taxation must necessarily 
foe the consequence of matters remaining as they are; for nothing 1 is said 
about reduction of expenditure; and equilibrium between income and expend- 
iture may be regained by economy of expenditure as well as by increase of 
taxation. Further, the cost of increase of salaries may be met, or at least 
.reduced, bj' a careful revision of establishment. 

What is actually occurring confirms this observation, for my Lords are 
glad to learn the energy and earnestness with which the Government of India 
are directing their attention to those points; and they trust that success will 
attend their efforts. 

Again, as regards the borrowing power of the Government of India, it 
maybe observed that the present depreciation of silver stocks in England 
proves nothing with respect to future borrowing in silver; and although the 
fluctuation in the price of rupee paper may, no doubt, have some effect on the 
borrowing power of the Government of India, it would not by itself justify a 
manipulation of the currency laws. 

Further, injury to trade, an allegation of a nature admitting of proof, 
cannot he allowed as an argument in favour of the measure tmtil the facts upon 
which it is based are produced ; and my Lords must point out that there is 
lit tle or nothing in the despatch to shew the precise nature of the injury 
which the trade of India, in the opinion of the Government of India, has 
sustained through the fall of silver. 

My Lords, indeed, do not understand that the Government of India rest 

their case upon these u prospect ive risk$ 
Paragraph 14. or f or they refer to the possible need 

of increased or readjusted taxation and of revised salaries, ■* not with any view 
of discussing the respective importance of these points, or how they should be 
dealt with, but only to indicate the nature of some of the more prominent 
difficulties which have been caused, and which must continue to arise if the 
present state of things is left without a remedy/ 1 

They say, further, that they are not f * proposing any elaborate discussion 
p ... of the many forms in which the value of 

aiagiapi ■ silver, with the uucertain prospects of its 

value in future, affects public interests in India/ 1 

It appears, however, to my Lords that,in dealing with so practical a 
subject, those arguments only should be stated which have been fully 
considered, which are intended to he discussed, and which are put forward 
seriously in support of the measures proposed. They feel sure that Lord 
Cranbrook will agree with them that legislation of so critical a character 
could not be justified on a mere indication of possible or probable risks 
lightly sketched in two or three paragraphs of a despatch. They submit that, 
so far as the “ prospective risks are concerned, the burthen of proof lies 
with the Government of India, and that, so far, no case is made out by them 
which can be held to recommend their measure to favourable consideration. 

My Lords, therefore, pass on to the consideration of the one remaining 
argument upon which the despatch relies, vis., the argument based upon the 
increased cost of the Home remittances. 

The Government of India state that India is now taxed, for the purpose 

of these remittances, from 2,000,01)0/. to 
Paragraph 10. 3,000.00u/., and it. may be 4,000,01)0/., 

more than would have been necessary if the old rates of exchange could have 
boeu maintained, 


They point out the political inconvenience of this gradually increasing 
burthen,'"aggravated, as it further is, by the uncertainty of its amount, and 
the impossibility of foreseeing the fluctuation of the exchange, and they urge 

that it may at any moment become the 
Paragrap " • cause of the most grave financial 

embarrassment, especially at the present time, when political events may 
throw upon India new burthens of unusual magnitude. 

look for a recovery in the value of silver { 
and they proceed to inquire “ whether any 
practical remedy could be devised that 
should not be open to serious objections, 
which should not he so great as to 


They state that they cannot 
Paragraph 8. 


Paragraph 23. 

or the risks attending the adoption of 
prohibit it.” 

They add that they feel most fully the heavy responsibility that will 
. „ rest on them in dealing with the currency 

Paragraph 23. . of India, but it is plain that the respon¬ 

sibility for doing nothing ie no less great. Whether the law is left as it is, or 
whether it is changed, the result will be equally due to their action, and they 
cannot, if they would, avoid facing this grave question.” 

Finally, after weighing various proposals, they are led to the general 
^ conclusion that it will be practicable, 

aragriipi* . without injury to the community as a 

whole or risk of future difficulties, to adopt a gold standard, wl ile retaining 
the present silver currency of India. For that purpose they would suspend 
or limit the coinage of silver until they had artificially raised the value of the 
rupee from 3U, Id. to 2s. in gold. 

The gravity of the conclusion at which the Government of India thus 
arrive can scarcely he overrated. The Secretary of State will, therefore, not be 
surprised if my Lords criticize somewhat' closely the arguments upon which 
they found their recommendation. 

In the first place, they cannot but think it somewhat too hasty a gene* 
ralieation to decide now once and for all the future of silver. 

My Lords are not aware, as stated by the Government of India, that 
“ the current of all the most trustworthy opinion tends more and more 
towards the conclusion that, so far as can now be foreseen, there is no prospect 
of any early or complete recovery in the value of silver, and, on the contrary, 
that fcho probabilities are all in favour of a further fall.” 

They cannot accept this as a valid argument in support of such action as 
the Government of India propose. The rise in the silver market, which has 
occurred since the despatch was written, is itself an illustration of the danger 
of sweeping statements, and of the uncertainty of premature prophecy. 

In the next place, the Government of India reckon the loss on the Home 
remittances at from 2,(M 0,000/. to 3,000,000/., or possibly 4,000,000/., a year. 
This statement of loss by exchange is emphasized and rendered more specific 
by the Budget for 1879-80, which contains the following paragraphs 

<« The 1 ob< caused by the further and great fall whioh has taken place in tho value of 
lilver in relation to gold is afar wore real and serious cause of financial embarrassment. 

“ The loss by exchange ou the estimated amount of the Home remittances in the coming 
year is 3,947,3687,; it would have been 4,142,0007., if provision were made for remittances 
to cover the whole of the current Home charges. The latter sum ia more by 3,324 0007. 
than would have been required for the remittance of the same amount in 1872*73, the last 
your before the long-standing equilibrium between gold and silver was violently disturbed. 
So far as these remittances are roqttired to meet fixed payments, such as interest, pension 


jr,nd the like,- and. suck fixed payments constitute the bulk of tie Home charges—it may be 
said that this great sum of 3,324,000? represents the yearly taxation now required in 
addition to wliat would have been necessary if the old rate of exchange had been maintained. 

“ In the financial statement published at the beginning of the present year, it was 
shown that the Government believed that a J>on& fide surplus of nearly 2,000,000?. of income 
over expenditure bad been secured ; and of this sum 1,500,000?. was to bo annually set aside 
ns a special provision against famine. This apparently very satisfactory result was brought 
; bout partly by administrative improvements, but mainly by the imposition of new taxation, 
estimated to .yield, eventually, about 1,100,000?. n year (see paragraph 160), The Govern¬ 
ment then hoped that it saw its way to giving to the country the most complete xaroteetion 
which could he devised againBt the terrible calamities of famine to which it is periodically 
exposed. It was also sanguine that many reforms were within our reaob which would be 
in the highest degree beneficial. 

“Although the condition of the finances continues in otlior respects to be favourable, the 
fresh fall in the value of silver in relation to gold has, as has been shown, virtually swept 
away the financial improvement arrived at with so much difficulty, ft may be considered 
that the whole of the new taxation has been swallowed up in the additional charges on 
account of loss by exchange. The not amount yieldod by this taxation in the present year 
was, as has been stated in paragraph 160, about 971,400?., and it is estimated at 1,077,400?, 
for 1879-80. To remit, the whole of the amount required to meet the Home charges in the 
coming year, it has just been shown that the sum of 1,364,362/. would be required in excess 
of the°cstimate of lost year. The iosuranoe provided against future famine hats virtually 
oeased to exist; and the difficulties in the way of fiscal and commercial and administrative 
reform have been greatly aggravated. Nor can it be in any way assumed that the evil will 
not continue and go on increasing. 

** tinder such circumstances it is extremely difficult to follow any settled financial policy ; 
for the Government cannot even approximately tell what income will be required to meet tho 
neoessary expenditure of the State. ” 

It does not appear, from the despatch or from the Budget statements, 
how these figures are arrived at, and it would therefore be desirable to 
ascertain-— 

(1) The estimated amount of Home remittances for 1879-80. 

(2) The items of which that amount is composed. 

(3) The method in which the loss by exchange stated in the para¬ 

graph from the Budget quoted above at 3,957,1)00?. is com¬ 
puted ; whether it is obtained by comparing the number of 
rupees at the date of the despatch required to make up the 
sterling remittances with the number which would be required 
if the rupee were equal to 2s., and by then converting the 
difference in the number of rupees into sterling at the rate of 
2s. the rupee. 

There is room for difference of opinion upon this point; but whatever 
may be the true rate, it certainly is not. 2$.; and if the computation has been 
made upon that arbitrary assumption, the real loss must be less than the sum 
stated in the Budget. 

Again, it must be borne in mind that the loss, whatever it may be, does 
not apply to all Home remittances alike. 

It does apply in full force to permanent gold contracts, such as for the 
payment of interest on debt, into which the Government of India have 
entered, for as to these payments the Government has no discretion; but it 
does not apply with equal force to purchase of stores and other terminable 
contracts, as to which the Government retained greater freedom of action. 

There is another question which has an important bearing upon the 
extent of the loss eutailed upon the Indian Government, but to which the 
Indian Government make no reference, and to which my Lords cannot now 
do more than briefly allude. 

It has not yet been established whether the variation in the relation 
between gold and silver may not have been caused by appreciation of 




the former metal as well as hy depreciation of the latter, or by a combination 
of'both. If appreciation of gold, or a rise of gold in conjunction with a fall 
of silver, outer into the calculation, the effect on the loss by exchange must 
evidently differ from that caused by depreciation of silver alone. 

The case, in short, is not so simple as the Government of India seem to 
suppose, and the various points noticed must be much more carefully analyzed 
and discussed before it can be admitted that India, or even the Government 
of India, suffers; to the extent supposed. 

Nor can my Lords adroit that the responsibility for doing nothing is as 
great as that for doing something. The present evils are not (immediately, 
at all events) the results of any Governmental action, while the responsibility 
of the proposed scheme would rest wholly with the Government, Of one 
thing my Lords are sure, that it is better to sit still than to have recourse, 
under the influence of panic, to crude legislation, the result of which cannot 
be foretold, and the effect of which cannot be measured. 

There is one more remark wlfioh my Lords desire to make. A perusal 
of the despatch leads irresistibly to the conclusion that the Government of 
India are specially anxious to put an end to the competition of silver against 
their own bills as a means of remittance to India, and that the main object of 
their scheme is the establishment of a monopoly of remittance, which would 
enable them to put their own price upon their bills, and thus avoid the 
undoubted inconvenience to which they are now exposed by the depression 
of, and the fluctuations in, the market rate. But my Lords must ask 
whether this would be more than a transfer of their own burthen to other 
shoulders,' if so, who would eventually bear the loss, and what would be the 
effect on the credit, of the Government and on the commerce of India ? 

All these are important questions, and they appear to have escaped the 
attention of the Government of India ; but while they are ignored it will be 
impossible to arrive at a right understanding of the problem, and the. problem 
therefore cannot be solved until they have been discussed and answered. 

So far, then, the case of the Government of India is not proven, and my 
Lords cannot advise the Secretary of State to approve the proposal of that 
Government, inasfriuoh as they have not shown that it is rendered necessary, 
either by the immediate difficulty or the prospective risks attending the 
maintenance of the law as it is. 

II .— Examination of the Proposed Measure. 

But though my Lords do not think that the Indian Government have 
made out their case, they nevertheless readily admit that the difficulty which 
embarrasses them in the matter of remittances to England is one which 
naturally attracts attention. In so far as that difficulty exists it undoubtedly 
affects the means of the Government, and forces upon them the consideration 
of questions which, whatever their proper solution may be, would not have 
arisen but for the loss which the fall in the relative value of silver as 
compared with gold causes to India—a silver-using country, in her remittances 
to England—a gold-u6ing country. 

They observe that, the Government India has contracted to make 
certain payments in gold, and that in order to do so they must obtain and 
remit to this country a certain quantity either of gold itself or of commodities 
equal in value to that quantity. If one of the commodities which they so 
remit should fall in value, it is obvious that they must remit u larger quantity ; 
and, silver being a commodity, and, in the eyes of Eugland, nothing but a 



commodity, it follows that the Government of India, if they pny their Eng¬ 
lish debts iu silver,-nmat remit more when it is of small value compared to. 
gold than they need do when it is of greater value. 

But while England can only regard the silver as r. commodity, in India 
it is also the accepted measure of value, and numerous and important contracts 
have been entered into in that country, for all of which silver is the standard. 
More particularly the great bulk of the revenue of India is assessed upon a 
silver basis. Land-owuers are under contract to pay fixed annual amounts of 
silver; tax-payers are required to pay so much silver upon every taxable article 
Which they consume: and so, when silver falls in value, the revenue will, at 
least in some of its most important branches, fall in value too, and the Indian 
Government will have greater difficulty iu making its foreign payments to 
gold-using countries. 

If the question of the loss by exchange be reduced to its simplest 
elements, it. will appear that India has to remit to England, in some form or 
other, as much silver as is equal in value to a certain amount of gold If at 
a given time 10,000,000 rupees are equal to that amount, she need only remit 
those 10,000,000 rupees. If silver should fall 6'0 per cent, in value, while the 
amount to be made up in gold remains constant, she must remit 15,000,000 
rupees. If, then, she has no power to diminish the amount which she must 
pay in gold, there are only two kinds of relief conceivably open to her—ph© 
must either take measures to procure herself a larger'quantity of silver, or 
she must take measures to promote a rise iu its value; by which term my 
Lords mean its real value as a commodity, since it is only the real value 
whioh can be or will be considered by the European creditor to whom it is to 
be paid, 

With regard to the second alternative, my Lord b will not now enquire 
whether it is possible, by anv manipulation of the Currency laws of a country, 
to raise the value of the metal of which that currency consists ; but they are 
distinctly of opinion that the proposal now made by the Indian Government, 
to limit the use of silver in one of the most important purposes to which it 
is applied, can have no such effect, hut const, on the contrary, have a tendency 
to reduce the real value still further, and so to aggravate, instead of mitigat¬ 
ing, the evil complained of. 

On the other hand, adopting the first alternative, it is evident that any 
plan for bringing into the Treasury an additional quantity of silver by arti¬ 
ficial currency regulations ought to be very narrowly scrutinised, and ought; 
not to be adopted without much fuller examination than the Indian Govern¬ 
ment appear to have given to the measures described in the despatch under 

reply. 

Yet it is clear, as my Lords think, that it is only in this wav that the 
proposals which have been made could possibly be expected to afford relief. 
They do not purport to call upon the European creditor to forego any part oi 
the gold, or silver at its true value in relation to gold, to which he is now 
entitled. They are not calculated to enhance, but rather to diminish, the 
real value of the silver of which the Indian Government has the command. 
They can, therefore, only be expected to operate by giving that, Government 
the power to command a larger quantity of the metal, and thus enabling it 
to shift the burden of its present loss to the shoulders of some one else. 

The Government of India appear, at one point, if my Lords understand 
paragraph 39 of the desputch aright, to contemplate, under certain circum¬ 
stances, an increase in the quantity of silver to be put into the rupee. They 


state that there ia a comparatively easy and certain method open for correct- 
ing the evils that arise from a depreciated silver currency, namely, the gradual 
addition to its weight. This they seem to think could be carried out. by 
degrees, and without cost to the State, to any extent thought expedient, 
within the practical limits of the coining power of the Mints. It is hardly 
worth while, however, to pursue this suggestion further, since, in paragnqh 
21, they say that the increase to the weight of the rupee is undeserving of 
attention, as, in fact, it would give no security for the future, and would 
entail a heavy charge without accomplishing the essential point to be aimed at. 

But the argument given in paragraphs 40 and 41 in defence of the 
justice of a change which would materially affect existing aud long-standing 
contracts requires notice. The Government of India say that those who have 
seen the value of the rupee fall in a few years from 2*. to Is. Id, may, 
without their sense of justice being questioned, ask to have the contracts 
made at the former rate protected, if not by a restoration of things to the 
position in which they were five or six years ago, at all events to the extent 
of giving security against further loss, this restoration being effected by 
interference with the currency. 

The doctrine set forth in these paragraphs appears to my Lords to be 
both novel and dangerous. It would have justified the creditors of the State 
if, at the time of the great discoveries of gold in California and Australia, 
they had claimed a revision of their contracts in order to restore them to the 
position they occupied before the fall in the price of gold j aud it would, if 
admitted, place the State in a most inconvenient and even perilous position, 
by assigning to it the duty of from time to time adjusting the currency to 
what might appear to the Government of the day to be the demands of justice 
or equity. It can hardly be necessary for my Lords to enlarge upon the 
consequences which might, or indeed must, result from such an undertaking. 

My Lords might stop here, but it will probably be for the convenience of 
the Secretary of State that they should offer some more particular remarks 
upon the remedy which the Government of India have devised. 

The Government of India propose that the free coinage of silver shall be 
restricted, so that the rupee shall no longer remain, as at present, simply a 
piece of silver of a given weight and fineness, but shall, in addition to these 
qualities, bear a fixed relative value to the English sovereign, and that this 
relation shall be one-tenth, or, iu other words, that the rupee shall be equal to 
2*. in gold. 

The despatch describes in detail the mode in which this change is to be 
effected, but, in doing so, it suggests important questions of principle, to 
which it hardly supplies the answers. 

], The proposal appears to be open to those objections to a token 
currency which have long been recognised by all civilized nations, viz,, that 
instead of being automatic, it must be u managed ” by the Government, and 
that any such management not only fails to keep a token-currency at par, 
but exposes the Government which undertakes it to very serious difficulties 
and temptations. 

2. It appears to my Lords that the Government of India, in making 
the present proposal, lay themselves open to the same criticisms as are made 
upon Governments which have depreciated their currencies. In general, the 
object of such Governments has been to diminish the amount they have to 
pay to their creditors, In the present case the object of the Indian Govern* 


meat appears to be to increase the amount they have to receive from their 
tax -payers. My Lords fail to see any real difference in the character of the 

two transactions. 

It will perhaps be stated in reply to this question that the value of the 
rupee has not fallen in India, and that, consequently, when the rupee is 
fixed at 2s., neither the tax-payer nor the debtor will have more S o pay than 
they now pay. If this reply be made, it may be asked in the first place 
whether the exchange value of the rupee before the recent fall in silver was 
not Is. 10-^?., and not 2.?., and in the next place bow a contraction of the 
Indian currency, which can have no operation out of India, and which is to 
have no effect in India, can alter the exchange value of the rupee in business 
transactions with England ? 

As a matter of fact, the rupee has, for the last few years, been depreciated 
for purposes of foreign exchange, whilst, according to the above supposition, 
it has maintained its value in India. How, then, can a measure which only 
purports to maintain the value of the rupee in India prevent its being 
depreciated for purposes of exchange with England ? 

If, on the other hand, it is the case that the value of the rupee has fallen 
in Tndia, and that it will be raised in India by the operation of the proposed 
plan, that plan is open to the objection that it alters every contract and every 
fixed payment in India. 

Tins proposal is, in fact, contrary to the essential and well-established 
principle of the currenoy law of this country, which regards the current 
standard coin as a piece of a given metal of a certain weight and fineness, and 
which condemns as futile and mischievous every attempt to go behind this 
simple definition. 

It is perfectly true, as stated in the despatch (paragraph 41), that “ the 
very essence of all laws relating to the currency has been to give fixity to the 
standard of value as far as it is possible ”; but it is no less true that, accord¬ 
ing to the principles which govern our currency system, the beet and surest 
way, and indeed the only tried and known way, of giving this fixity is to 
adhere to the above definition of current, standard coin. A pound is a given 
quantity of gold, a rupee is a given quantity of silver; and any attempt to 
give those terms a different meaning- is condemned by experience and 
authority, 

3. If the present state of exchange be due to the depreciation of silver, 
the Government scheme, if it succeeds, may relieve— 

(1) —-The Indian Government from the inconvenience of a nominal 

readjustment of taxation in. order to meet the loss by exchange 
cn the Home remittances : 

(2) —-Civil servants and other Englishmen who are serving or working 

in India, and who desire fro remit money to England : 

(SJ—Englishman who have money placed or invested in India which 
they wish to remit to England, 

But this relief will be given at the expense of the Indian tax-payer, and with 
the effect of increasing every debt or fixed payment in India, including debts 
due by raiyats to money-lenders; while its effect will be materially qualified, 
so far as the Government are concerned, by the enhancement of the public 
obligations in India, which have been contracted on a silver basis. 

4. It may be further objected that if there are hoards of silver coin in 
India, the operation of this plan will draw them into the circulation, and so 
prevent or retard the operation of the proposed remedy; and as a forged or 


smuggled rupee will be physically identical with a legal rupee, there will he 
unprecedented temptations to forging and smuggling.’ The operation of 
these different causes may not improbably bring a number of rupees into 
circulation and so render the success of the proposed measure extremely 
doubtful. 

5. Finally, the Indian Government propose, apparently in doubt of the 
manner in which the scheme will operate, to take power to modify cr put an 
end to it by executive action. But my Lords submit that in a matter of such 
importance, and involving such wide and serious consequences, it would be 
most unadvisable to take a step of this description in .1 tentative spirit, and 
wi thout distinct views concerning its operation and results. 

If, then, a case had been made out, which my Lords do not admit, for 
an alteration of the Currency Law of India, the particular alteration which 
the Government of India propose could not, in the opinion of the Treasury, 
be entertained until the doubts and objections which have suggested thenar 
selves to my Lords are answered and removed. Those objections are founded 
on principles which have been long and ably discussed, and which are now 
generally admitted by statesmen and by writers of accepted authority to lie 
at the root of the Currency system. 

It is no light matter to accept innovations which must sap and under¬ 
mine that system. And my Lords have therefore felt it their duty plainly— 
though they hope not inconsistently with the respect due to the Government 
of India—to express their conviction that the plan which has been referred to 
them for their observations is one which ought not to be sanctioned by Her 
Majesty's Government or by the Secretary of State. 



XXXIV. 


Memorandum b* Mr. It. B. Chapman, C.S.T.. on an International 

Bimetallic Standard Measure of Value, dated 2nd June 1880. 

By his despatch No, 502, dated 18th December 1879, Lord Cran brook 
’ , formally intimated to the Government of India 

1 relatory remarks. that the Committee appointed to examine the 

proposals made by Government of India in despatch No. 428, dated 9fch 
November 1878, for the limitation of the coinage of silver at the Indian 
Mints, had reported, unanimously, against those proposals, forwarded a 
letter from the Lords Commissioners of Her Majesty's Treasury reviewing* 
those proposals in detail, and stated that Her Majesty's Government bad 
decided not to authorise the change advocated by the Government, of India 
in the Currency system of India. This decision had been already communi¬ 
cated to the Government of India by telegraph on the 19th May 1879. The 
Secretary of State has not yet made any comments upon the more elaborate 
discussions submitted by the Government of India to Her Majesty’s Govern¬ 
ment in despatch No. 368, dated 13th October 1876, of the effects upon the 
interest of India of the disturbance of the relations between gold and silver, 
and its possible remedies. 

2, In his despatch No. 502, Lord Cranbroofc wrote, with reference to 
the aforesaid letter from the Lords Commissioners of Her Majesty's Treasury 
(paragraph 4)— 

“ It mast be understood that the Members of my Counoil are uncommitted to the facts 
and arguments of that letter, and that the questions discussed remain open for their consi¬ 
deration in case of need arising ” ; 

and in a later despatoh, No. 36, dated 5th February 1880, in which he 
rejected a request made by the Bombay Chamber of Commerce “ that a n 
opportunity might he afforded to them of offering their opinion on the 
measures submitted by the Government of India iu connection with the fail 
in the price of silver in relation to gold,” Lord Cranbrook added (paragraph 
3)~ 

“Tha question, however, of the Indian exchanges and their position with regard to 
the supply of silver is one which is continually before ina ; aud I shall, at any time, bo 
ready to give a very oareful consideration to any views which the Chamber may desire to 
present, to Her Majesty’s Government on the subject." 

The importance of the question is, indeed, such that it can seldom be 
absent from the minds of any oue engaged in the financial administration of 
British India; and the Secretary ol : State will, doubtless, gladly consider 
any suggestions which the Government of India may make for its solution, 
which seem to contain the promise of any useful result. 

The quest! n does not, just now, assume so urgent an aspect as it has 
sometimes done, and as it may do again any day; but, in some respects, this 
makes the occasion only the more suitable for its discussion. 

The Ilon’ble the Financial Member has, accordingly, invited me to place 
on record the views which have, after long study, been forced upon me by 
an ever-present sense ot the danger, to which not only the finances, but all 
the domestic interests of British India are exposed, so long as the chief 
national standards of value are in their present isolated aud unprotected condi¬ 
tion. 


In the following remarks, I shall not refer again in detail to the two 
despatches- from the Government of India, Nos. 868 and 423, or to the 
criticisms by th 1 herds Commissioners of Her Majesty s Treasury .upon, the 
later despatch, excepting only to say that, inasmuch as the earlier despatch 
expressed generally, and, in the main, still expresses, my convictions, I 
necessarily sy mpathise with the preference manifested by the Lords of the 
Treasury for die conclusions stated in the earlier despatch, in so far as they 
differ from the recommendations contained in the later despatch. . 

S. In dealing with the subject, it is necessary to bear clearly in mind the 

distinction between the use of any substance as 
Distinction between a a standard measure of value and its use as money, 
standard and an instrument of j s say, as an instrument for the transfer 

exchange. 0 f va j ae measured by such a standard. Money 

may le represented by various instruments possessed of no intrinsic value; 
and value is, for the most part, actually transferred, by means of such 
representative instruments as"bank or currency notes, bibs an.} cheques, or, 
even, without the intervention of such instruments at all, by entries in 
bankers'’ books and at clearing-houses. All such devices are independent of 
the standard measure of value itself? which is, by the hypothesis, fixed^ and 
oan only be altered, by legislation. 

4. It is, also, important to distinguish clearly between money proper — 

which must be made of the substance of the 
Distinction between sub- standard itself—and the various devices employed 
st&ntive and representative £ or representing money. Money proper, of the 
inonej substance of the standard, alone possesses au 

original, inherent, and intrinsic legal tender force, vis liber atria, or, as the 
French call it, force liberatoire - The various representative expedients have 
only a derivative vis liber atria, possessed iu virtue, not of any inherent 
quality of their own, but solely of theii convertibility into money proper. 
Hence, money proper is alone capable of permanently storing value, and of 
transporting ifc from one country to another. Bills of exchange cannot do 
this; they only set off value existing iu one country against value existing 
iu another country, 

5. A sufficiently general • and permanent adoption of, any substance as 

a standard measure of value, by ensuring its em» 
talue of material of stand- payment as money, and, so, for hoarding’, greatly 

al ' enhances its value ; but any confusion between 

the objects and attributes of a standard measure of value, and the objects 
and attributes of money, whether real or representative, must involve the 
erroneous treatment of auy problem regardiug such matters. The object 

of a standard measure of value is to regulate nil 

Object of a standard contracts subject to the standard, expressed in 

money ; money, aqd the various devices representing money, are only the 

instruments by which value is hoarded, traus- 
and of money. ported or exchanged, according to the standard. 

6. Every civilised nation, at present, uses, for its standard measure of 

value, either silver, or gold, or some corabina- 
t uikrds*^ ° f exltiUn 6 tion 0 f these met als; and, as the value of: these 

metals themselves depends, immediately, almost 
wholly upon their employment as standard measures of value, and, therefore 
as money, the substitution of one for the other by any important community 
inevitably enhances the value of the adopted mclal at the expense of that 

2 A 
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of tiie rejected metal., and thus, by a double affect, disturbs the 
relations between the two metals. Moreover, apprehensions, that such a 
substitution by one community may lead to similar substitutions by other 
communities, are likely to intensify its opposite effects upon both metals. 

7. There is apt now, it is believed, any doubt—(1) that the longstand¬ 
ing equilibrium between gold and silver couth 
nued till 1873, generally because, whilst it pre¬ 
vailed, no considerable change took place, 
throughout the world, in the several national standards of value, and spe¬ 
cially, because the French Monetary Law of 1803 provided for the constant 
optional interchange of the two metals at a fixed ratio; or (8) that the dis¬ 
turbance of that equilibrium since 1873 is the consequence of the substitu¬ 
tion of gold for silver as the staudard measure of value in Germany, followed 
by the closure of the Mints of the Latin Convention to the less valuable 
metal, and the withdrawal of the optional interchange of the two metals 
heretofore allowed within the jurisdiction of that Convention. 

0. Appended to the Resolution of the Government of India in the 

financial Department, No, 3044, dated 22nd 
September 1876, are statistics of the course of 
wholesale prices of certain typical commodities 
measured in gold and silver, before and after the 
disturbance of the equilibrium of gold and silver in 1873. In the 19th 
paragraph of that Resolution the Government of India stated that those 
prices indicated that gold had, till then, risen in value since the equilibrium 
of the precious metals had been disturbed; and that there was, at that time, 
no evidence that silver bad fallen in value either in India or, even, iu 
London. 

9. In Table .( appended to the present Note, the prices and values of the 

commodities then quoted for April 1876, are eotrr- 

Subseqnent phenomona pared with their corresponding prices and values 

in December 1879, being the latest figures at hand 
for both India and Great Dritain. l'here has been a re-action in some of the 
prices quoted in India, which appears to be chiefly due to the recent unfavour¬ 
able seasons; but in only nine* of the eighteen examples quoted are the 
values of commodities measured in silver, even now, higher than they were 
it» March 1878. It is unnecessary to examine these phenomena further in 
detail, because little oould be added to Mr. Robert Gillen’s able analysis of 
wider facts of the same character, in his paper read before the Statistical 
Society on the Met January 1879, and printed at page 36 of the Society's 
Journal for that year. Since that date, however, there has been a decided 
rise in prices ; in other words, a decided fall in the value of both metals. 

10. There appears to be uo room, now, to doubt the correctness of the 

conclusion which the Government of India 
confirm tho conclusion of announced' more than three years ago, or that it 
1876* . is still true that the value of gold has rather 

risen than fallen since 1873, and that, contrary to general expectation and 
popular belief, the value of silver has also risen, and has not, even yet, fallen ; 
in short, that of the five possible causes, to one or other of which tb;> Govern¬ 
ment of India said, in the 6th paragraph of the Resolution of September 
1876, that the disturbance of the equilibrium of the precious metals must be 


* In England, beef, Sngar, and Saltpetre ; and in India, Spelter, Hides, Jute, Kiev 
Linseed, and Wheat. 
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tine, the first is as yet still the actual cause, namely, while {he value of both 
metals has risen, the value of gold has risen more than that of silver. 

11. This conclusion is one of fact ouly. It would, indeed, be folly to 

base any action upon such facts without first 
This conclusion is confined forming a judgment upon the influences which 
to the facts apart from their have produced them, in order to an opinion, 
caas08, specially, whether these influences are permanent 

or only temporary But it is essential to a profitable and practical discussion 
of the present problem not to confound the comparatively simple question, 
whether the value ot the precious metals has or has not risen or fallen, with 
the complex question, what influences may have produced either results. 
Regarding these influences, there are likely to be almost as many opinions as 
there are men; and an auswer to the question, whether they will operate 
permanently or only temporarily, may be difficult, and can never be more 
than a mere opinion. But an^pnewer to the question whether, as a matter 
of fact, prices have, on the whole, risen or fallen,—m other words, whether 
the value of gold and silver has inoieased or decreased,—is comparatively 
easy ; and it is only with the .facts, and their consequences, that we are, in 
the first instance, concerned. 

12. It is strange that such phenomena should be frequently discussed, 

even by experts, as if an increase in the value of any 
Fall of value of one com- commodity relatively to the rest of commodities 
modify implies rise of that of as a whole, could he attributed to a fall in the value 
its correlative. of the body of commodities to the exclusion of the 

conception of a rise in the value of the excepted commodity. It is surely as 
inconceivable that the value of one commodity should decrease relatively to 
that of another without a correlative increase in the value <»f the commodity 
compared, as that one scale of the balances should fall without the other 
rising, 

13. Whatever, then, be the influences which have produced the present 

Values of silver and gold and whether these phenomena may 

still higher than in 1873, r 0 ex fluted to endure or not, it seems impossible, 

in the meanwhile, to dispute that the general 
range of both gold and silver prices are still lower, in other words, that the 
values of both those metals are still higher than they were in 1373. 

At the same time, as it. is impossible to foresee the extent to which 
, . c , , ... pressure may bo further transferred from silver 

doubtful! 110 ° 81 U ' f ’ Stl * to gold, no one can feel at all confident that silver 

will keep the value it has hitherto maintained, or, 
oven, that fresh events, such for example, as the final demonetisation of silver 
by France, may not, as pointed out by the Government of India in para¬ 
graphs 36 t<> 38 of its despatch No. 368, dated 13th October 187C, make the 
retention by any civilised State of silver as its standard measure of value 
difficult, if nob impossible. 

11. It seems clear, then, that the loss to British India, consequent upon 
T T i. r» , the phenomena under discussion, is to be attri- 

Loss to India from enhance- bated, M y e t, specifically, to the rise in the value 

of gold, and the concomitant enhancement of the 
obligations of British India, fixed by the gold 
standard. The amount entered under the adjusting head Loss by Exchange, 
in accordance with the present system of the Indian Finance and Revenue 
Accounts, is not the measure of that enhancement, which cannot be as¬ 
certained by a comparison with the conventional par of Re, 1 = 2 s., and must 

2 a 2 


ment of her fixed gold obliga¬ 
tions. 


i 


About 2h 
a year. 


Mores of rupees 


Considerations 
this estimate. 


be reckoned only upon the fixed portions of the disbursements from the 
Home Treasury. Thus calculated, this enhancement does not, probably, as 

yet, exceed 2£ croree of rupees * a year, which 
sum may be taken as a full estimate of the lose 
to British India from the disturbance of the 
equilibrium of the precious metals which existed in 1873. 

15. But it must be remembered, on the one hand, that this estimate is 

confined to the consequences of the increase of the 

atteotiog va j ue 0 f g 0 )^ i n exoess 0 f the increase in the value 
of silver, and does not include the loss due to the 
rise which is common to both metals j and, on the other band, that although, 
owing to the metals being linked together through the French Monetary 
Law, there was no disturbance of their relative values, and so the fact 
received comparatively little practical recognition, yet there is no doubt, that, 
in consequence of the gold discoveries in California (1848) and Australia 
(1851), the values of the precious metals were, in 1873, still abnormally 
depressed. Their present values will probably prove to be more permanent 
than their values in 1878. 

16. The chief item of loss to British India is due to the fact that, during 

. , , , the period (1850— 73) when the value of the pre* 

Chief item of lose to India. Q j oua me t a ls was so abnormally depressed owing 

to the gold discoveries, that the general standard measures of value wore 
perhaps 25 per cent, below their usual range, India borrowed, for the sup¬ 
pression of the Mutiny and construction of Railways, 1644 millions 

sterling, on which India must continue to pay interest, at the covenanted 
rates, by standards which have nearly, if not quite, recovered whar. will prob¬ 
ably be found to be their normal values. The burden has, however, been 
mitigated by the subsequent reduction of the rate of interest on most of these 
loans, excepting some of the Guaranteed Railway Loans; and it oaunot be 
confidently assumed either that India would have been able originally to 
borrow on the same terms, if the range of the standard measures of value bad 
not been depressed, or, on the other hand, that the subsequent reduction of 
the rates of interest upon those loans would have been possible if there bad 
been no intermediate recovery of the values of the precious metals. 

17. The grounds upon which it is considered that British India would be 

benefited by the adoption of an international bi- 

Advanfages expected irotn metallic standard measure of value may now be 

discussed. Two practical advantages are antici¬ 
pated from the adoption of such a standard by all 
nations or even by the leading; commercial nations :— 

First .—fluctuations of exchange between the moneys of different 
countries would be confined within narrow limits. 

Secondly and principally .—The standard measure of value would gain 
immensely in that stability which is, above all things, to be desired 
iu a standard. 


international 
standard. 


bi-metallic 



* JNoM.—This estimate is thus made— 

Net yearly obligations of the Borne Treasury Fund fixed in 
sterling* about « • * • • • * 

Equal#, with silver at— 

50c?. an oz. (exchange about 1$, Id,) . • 

60 d* an os. (exchange about Is. llrf.) • * • 


£11,730,000 

Kb. 14,66,00,000 

„ 12,22,00,000 


Loss, upon the assumption that the fall in the exohauge is 
due, exclusively, to a vise in the value of gold * * ♦ Ks, 


2,4400,000 







18 . Speaking 1 , first, of fluctuations ok international **chat>go t it- h 

unnecessary to dilate upon the inconvenience 
Fluctuations of exchange. which r hey oau8e to trade. X J os 8 ibIy, indeed, this 

inconvenience inay some times be over-estimated ; for the direct effect oi a 
fluctuation is confined to ©ngagexn^iitB already contracted and in course of 
fulfilment ; it can only alfect subsequent transactions by inducing' apprehen¬ 
sions that renewed fluctuations may vitiate the calculations upon which they 
are undertaken* Not only, however, are such apprehensions, often, sufficient 
to paraly se trade, and not only must repeated fluctuations cause serious ftwi 
unmerited losses to honest traders, but which is, perhaps, worse, uncertainty 
as to the international exchanges introduces an avoidable element of specula¬ 
tion injurious to sober, prudent and honourable, and, therefore permanently 
profitable commerce. . 

19* Fluctuations of exchange between two countries must be mainly due 
. . ^variations in the standard measures of value of 

J'heu mam canse. 0 ne or both countries, If two countries use one 

standard, measure of value^—-whether they use the same unit or not is a 
matter of little importance—-the fluctuations of the exchange between them 
cannot exceed the narrow limits of the cost of transporting the material ot 
the standard from one country to another. Such stability of exchange is a 

considerable advantage ; but it is important not 
Advantage of their elimi- to exaggerate its scope, or to forget that iluotua- 
SX 8h °* ld UOt bG ^ tions of* international exchange might be, thus, 

almost wholly eliminated, not only without any 
improvement of the stability of the common standard measure of value, which 
is its only indispensable attribute, but even with a simultaneous deterioration 
of that characteristic. 

20. The international hi-metallic standard measure of value, actually, 
to a great extent, prevailed throughout the whole woidd, as long as the 

French Monetary Law of: 1803 was in operation. 
International bimetallic ThJg trufch may n 0 fe, even yet, be generally recog- 

£i oTiS nised ; but it is indisputable that, bo long as 

g-old and silver were freely interchangeable in 
France, at a fixed ratio, that ratio, necessarily, governed tbe relations of the 
two metals, and therefore the value of each throughout the world. The 3°1 q 
gold standard of England and the sole silver standard of India were, alike, 
wholly subject to the influence of the French Law, and not, as has been 
supposed, independent of it : the values of England’s gold and India’s silver 
were absolutely controlled by the French Law. ^ 

21. Doubtless, that law only could operate freely and fully, while fiance 

„ ,, ...... possessed sufficient stores of both metals. Before 

Its effect upon the stability £ he goia disoover j e s of 1848 and 1851, the French 

o exc ange. Monetary Law had ceased to maintain the value 

of silver measured in gold, which commanded a small varying premium j and 
rad the gold discoveries of California and Australia been repeated conversely, 
as her silver stores were exhausted, the French Monetary Law would have, 
in like manner, ceased to maintain the value of gold measured in silver. But 
this only shows that the demand for metallic, that is, intrinsic money, in 
Fiance alone, great ns it is, is not sufficient to maintain such a law per* 

* Of course the conditions on which standard money can be coined in tbe two countries 

must be stable. It is not enough that tbe same substance should he used ; the Mint coudi* 
tioua m*st be invariable. 






Bi-metallic standard not 
essential to stability of ex¬ 
change. 


Injurious consequences 
its reoent disturbance. 


inanentiy, under all circumstances ; and must not be allowed to obscure the 
fact that the French bi-metallic law alone did confine fluctuations in the 
relative values of gold and silver throughout the civilised world, for three- 
quarters of a century, within narrow limits. 

2&. In theory, however, the bi-metallic standard of value is not, in any 

sense, indispensable for the elimination of all 
avoidable iluctnations of exchange. Manifestly 
the same result vv .uld be attained by the use of 
any other common standard, say, for instance, 
either gold or silver. In order that there may be no substantial fluctuations 
of exchange between two or more countries, the one and only tiring needful 
is that they shall measure value by one standard, whatever that standard 
may be ; and no other device will prevent such fluctuations. 

28. lint, obviously, the degree of stability of: an international standard 
a , ...... f . , , measure of value mtst depend entirely upon the 

Stability of staudaid. I)artico l w standar a gelec 4d This sigglutn the 

second and principal advantage which is to be expected from the adoption 
of an international bi-metallic standard measure of value ; namely, the vast 
improvement of that stability of the general standard measures of value which 
is of such supreme importance. 

24. It has been observed that the substitution by Germany of gold for 

silver, as its standard measure of value, followed 
0 by what was, in effect, the same action by France 
and her Associates in the Latin Convention, was 
the immediate cause of the recent disturbance of the long-standing equili¬ 
brium of silver and. gold, and so aggravated to British India the conse¬ 
quences of the recovery of its value by gold, which was already in progress, 
as to cause to it, a loss upon itt public obligations measured in gold, estimated 
at about 24 crores of rupees a year. A loss in the same proportion was 
caused upon all other obligations fixed by contract or custom, by the gold 
standard. Doubtless, the transfer of pressure from silver to gold, which 
produced these inconvenient consequences, must have, proportionately, coun¬ 
teracted the rise in the value of silver which would, otherwise, have been 
greatly accelerated, and I ndia musst have obtained some compensation for the 
enhancement of its public gold obligations in the correlative depression of 
public silver obligations. But it'British India be treated as a whole, only 
its foreign obligations .need for the present purpose, be considered ; and the 
fixed foreign obligations of British India measured in silver, though large, 
bear so small a proportion to those measured in gold, that it is certain that 
after all sets-olf, there must remain a large balauce of loss caused to British 
India by the action, first of Germany, and then of France. 

26. No one pan say whether the Governments of these two countries, 
a . ..... r . , , i ,, especially that of Germany, which originated tha 

not he liable to disturbance disturbance, fully perceived the injury to the 
by action of one nation. general interests which would follow upon the 

change of their national standard measures of 
value. Inasmuch as Germany herself has suffered and is suffering, as is 
believed, in proportion, as much by the change of its standard measures 
oi value as any other nation, it may perhaps be presumed that the nature 
and effects of that measure cannot have been altogether appreciated by 
its authors. However that may be, it is, surely, a most serious evil that 
a single nation should, by a domestic action of this kind, whether in ten 


grievous 


irijaria* 


against/ 


which. 
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tionally or not, in0itsupon other nations 
they are powerless to protect themselves. 

26. As things now ure, the stability oi the standard measures of value 

throughout the world is at. the mercy of any single 
As it. now is. considerable nation, which can, at its pleasure, 

practically overthrow such stability with all the great interests dependent 

upon it. All countries alike are, however, deeply 
interested in the avoidance of any disturbance of 
the general standard measures of value; and it 
may be hoped that, when the vast importance of the general interests at 
stake is perceived, it may be possible to obtain a mutual undertaking by each 
nation not again, without international consultation and consent, to take 
any steps of this kind, involving, of necessity, the disturbance of the general 
bases of contracts. Certainly it would seem that this, of all others, is a 
matter which the comity of nations should act, under all circumstances, ia 
common accord ; and that resort should be had to all the sanctions and re¬ 
strictions which international engagements can supply, in order to prevent 
a recurrence of the evils to which recent eveuts show that all nations are 
now, helplessly, exposed. 

27. Thus far, the following two axioms have 
been established 


The beat international 
standard measure of value. 


(1) That it is highly desirable that all nations should measure value by 
one standard. 

(3) That the common interests require that no important nation should 
alter its standard measure of value without the consent of tho 
rest. 

The further problem may now he considered, what would form the best 
common international standard measure of value, if the principal nations 
ebould agree to adopt one ? This question resolves itself into the previous 
question, what would be the most stable possible standard ; for beyond ail 
doubt the most stable standard which is in other respects suitable, is the 
best standard, 

28. It is unnecessary, in the discussion of this question, to go behind the 
Such a standard must ba P^oious metals, or to enquire why, by general 
gold, silver, or a combination consent, gold or silver, or some combination of 
of the two. these two metals are in nse as standard measures 

of value by all civilised nations, to the exclusion of all other standards. There 
is no doubt,—indeed, the occasion for the present argumeut would demon¬ 
strate the fact afresh, if such demonstration were necessary—that, the value 
of the precious metals themselves is far from being immovable, and, therefore, 
that they are far from constituting perfect standard measures of the value of 
other objects ; but, from time immemorial, better and more stable standards 
have bien sought in vain. It would, therefore, be unprofitable to advert 
further to such speculations, it being, practically, certain that, in practice, 
among all civilised nations, the precious metals must continue to constitute 
th- standard measures of value to which all contracts, not otherwise expressed, 
must be referred. In what follows, therefore, it will he assumed that the 
choice of the best possible standard measure of value lies practically between 
gold, silver and soma combination of these metals. 


29. The problem now to bo investigated has no immediate bearing upon 

the fluctuations of international exchange, which 
Stability of standard to be cnt) } )e prevented, absolutely, beyond narrow limits 

ffiggy , ' om “ tab,llt y by the U, a any citable common rtnferd 

measure of value, and in no other way whatever. 
It signifies nothing so far os stability of exchange alone is concerned, whether 
such common standard be gold, or silver, or a combination of the two metals, 
or any other possible substance or device whatever, Jn order, however, to 
ascertain the effect upon the infinitely more important stability of standard) 
of the adoption of one or other of the three possible standards, namely, gold, 
silver, or some combination of the two metals, it is necessary briefly to examine 
the causes which regulate the value of the precious metals. 

80. In their nature, these causes do not differ from those which regulate 

fcbo value of any other object. Value is essenti- 
Causes °f values of preoi- a ]jy a -relative and not an abstract conception ; 
onstuons. and the value of the precious metals, as of any 

other object, at any moment, and in any place, depends, immediately, upon 
the pressure of the present demand upon the present supply. Without 
diverging to follow any of the lines of thought suggested by this definition, 
it is only necessary, for the present purpose, to remark that the pressure of 
the demand upon the supply of objects such as gold and silver, which are, 
practically, imperishable, and the principal uses of which involve compara¬ 
tively little wear and tear, is subject to influences which differ widely from 
those which regulate the pressure of the demand upon the supply of perishable 
objects, as, for example, a great catch of fish. 

81. Gold and silver are used for three principal purposes, which may 

, T , be named in their order of importance, as 

Uses or gold ana silver. follows 1 1 

(1) hoarding, or storing value, whether in the form of money or in 

cruder forms ; 

(2) current or active money; 

(8) the manufacture of works of art or ornaments, and various indus¬ 
trial usee. 

The actual final consumption or waste of the precious raetals in manu¬ 
facture of works of art or ornaments, is,- by com¬ 
parison with the quantities produced, so insigni¬ 
ficant that it may be ignored. Whether embodied 
in works of art, or in solid bars, these metals are so far indestructible that 
the weight of metal used in the arts which constantly rcerts to the crude 
form, probably suffices, without very large additions, to supply all demands 
for this object. The consumption of these metals for industrial purposes, 
though larger, is still, probably, unimportant in relation to their whole 
stock. 

32. So, again, the recurring demand for crude gold and silver for the 

manufacture of coin for current use, in all prob- 

acH" 0 ° 5 iono*° 1WUS meta s fo1 ’ ability, rather diminishes than increases. Paper 
ac o oionej money in its several forms of notes, cheques, bills 

of exchange, etc., and improved methods of the settlement of accounts, such 
as culminate in clearing-houses of various kinds,—all tend constantly to 
displace the gold and silver money in current or active nse for the exchange 
of value. Such devices are, probably, not as yet exhausted, even among the 
most intelligent communities; while there is great scope for the economy of 


Waste in 
insignificant. 


works of art 


creates but small permanent 
demand upon stocks, 


the precious metals employed as active money, by the introduction, among 
the less advanced countries* of methods which are already established in the 
more advanced countries. Even if . such obvious opportunities for further 
economy be ignored, it is certain that the volume of the metallic currency, 

or, as it may be defined, the active metallic money 
of any country, fluctuates but little; and that 
when a country has an adequate outfit of active 
metallic money, its indents upon the general stores of the crude metal for 
the maintenance of its currency are almost imperceptible. The waste of the 
metal thus used, whether in wear and tear, loss or destruction, is ascertained 
to be so small that it may be neglected. 

S3, The fact is generally recognised that the volume of a properly eonsti- 
because the volume of active luted subsidiary money, whether superior, like 
money does not. fluctuate or bank or currency notes, or inferior, as debased 
S row - silver or copper coins, is subject only to limited 

variations: the demand for such instruments remains comparatively uniform. 
Upon reflection, it will appear that the same principle applies to the rest of 
the active or current money of any country whose currency is in a sound con¬ 
dition. There is no reason whatever to suppose that the volume 1 of the retail 
exchanges of any community which requires the intervention of active money 
is liable to any violent or frequent expansion or contraction, or that the volume 
of metallic money in active use varies more than that of the several forms of 
subsidiary or representative money, or, in fine, that any constant accretion to 
such money is required. Doubtless, there may be a spasmodic demand for a 
fresh stock of active money on special occasions, as there was for gold when 
recently Germany introduced its gold standard, or when America resumed 
specie payments; but such contingent and temporary demands produce 
little permanent effect upon the value of these metals. 

34. It may be concluded, therefore, that, if gold and silver were needed 
Value of precious metals only for the manufacture of works of art or orna- 
wholly dependent upon their merits, and of active money, the pressure of the 
use for storing value. permanent, demand upon the permanent supply of 

these metals would be so weak, that their values would be unstable and low. 
The stability, at a high range, of the value of gold and silver really depends 
exclusively upon their use for hoarding or storing value. 

If, indeed, language be used with severe exactitude, it may be difficult to 
draw a clear distinction between money boarded or passive, and money currant 
or active; and the most precise definition of the uses of the precious metals 
would, perhaps, be— 

(1) Storing value (hoarding); 

(2) The manufacture of works of art or ornaments, aud various indus- 

‘ uses; 


the second of which uses, as has been shown, contributes little or nothing to 
the value of these metals, except, indeed, in so far as this use, sometimes, as, 
largely, in Asia, merges in, and is indistinguishable from their use for storing 
value. 

85. According to this, which appears to be the true definition, the primary 

use, even of current or active money, is to store 
value nob immediately wanted; its employment 
for the transport or exchange of value being, 
though an important, yet a secondary duty. It would be difficult, on ar,y 


Tree use of the precious 
‘metals always to store value. 


other hypothesis, to distinguish between the attributes of money buried by 
misers or ignorant peasants, and, so, absolutely passive and useless for the 
transfer of value, and that which passes, perhaps several times in a day, from 
hand to hand. To regard money proper of all kinds, including the crude 
substance of money, as used, primarily, for storing value, furnishes us with 
a definition common to all such money 5 under which passive money differs 
from active only in that it is stored for a longer money period, 

86 . Certainly, it is impossible to draw any clear line between current money 
Distinction between active and hoarded mouey. Money current to-day may be 

and passive money. boarded to-morrow ; money hoarded to-day may be 

current to-morrow; audit maybe often difficult to say whether-particular 
money is hoarded or not, as, for instance, the reserves in the Vaults of the 
Currency Department of India or of a Bank. All that is clear ia that of all 
the precious metals in existence, a certain volume, subject to little or no 
expansion or contraction, which has been, in this memorandum, defined as 
active money, is required for the constantly-recurring occasions when value 
must be transferred in retail from hand to hand, and the rest is, excepting 
the insignificant portion devoted to , artistic and industrial uses, hoarded or 
stored, * The importance of the distinction between active and passive money 
must, however, not be overlooked : it lies chiefly in this, that representative 
instruments and devices cau and do perform all the duties of active inonoy, 
often far more conveniently than the money proper which they represent. 
But, speaking generally, such expedients cannot efficiently discharge the 
functions of passive money, because they are ineffectual for prolonged 
boarding. 

87. The laws which regulate the demand for gold and silver for storing 
Pressure of demand upon value cannot be traced ; its pressure is indefinite, 

precious metals for storing and, perhaps, depends, ultimately, upon the 
indefinite. volume oi the products of the labours of man and 

the fruits of the earth not required for immediate consumption. This, and 
probably this only, is the demand which, by its pressure on their supply, 
ultimately confers upon the precious metals their permanent value, 

88 . The efficiency of the precious metals for storing value docs not, un. 
Their efficiency for’ this happily, depend, like the efficiency of coal or wood 

purpose not intrinsic, but de- for storing heat and force, exclusively upon in- 
pendent upon human laws. trinsio qualities of which mankind cannot deprive 
them, but to a large extent, upon the common consent, or, even, caprice of 
mankind} their intrinsic efficiency for storing value, and, therefore, their 
intrinsic value, consists only in their superior fitness for this particular duty 
as compared with all other substances: but they may, conceivably, be at any 
time dethroned from this position : their value rests, in short, upon human 
laws, ami can, at any moment, be destroyed by human laws. 

3 y. During the last thirty-five years, the value of each metal in turn has 
Recent practical examples been seriously imperilled by threatened or actual 
of this truth. legislation of this kind. After the discovery of 

gold m California and Australia, one of the most distinguished of French 
Economists (Chevalier), and a wellknown English Economist (Danson), 
oblivious, a it would seem, of the effect of their proposals upon the existing 
standards of value and thus upon contracts throughout the world, earnestly 
and persistently advocated the disuse of gold as money: if their advocacy- 
had prevailed, the value of gold would have been destroyed. Now, again, 
within the last few \ ears, silver has been actually demonetised in Europe 


m stability of its value being thereby seriously impaired. Plainly, either 
metal might he, at any moment., demonetised, and its value indefinite ) 
reduced, bv human legislation. If the suggestion that the value o o n 
metals might, by like means, he simultaneously dissipated, bo made with muon 
hesitation' it is only because, as already said, it is difficult to conceive t «at 
it would be possible* to find any other standard measure of value w iica vvou 
be, or, at least, is likely to be, substituted for both gold and silver. 

40. Upon so precarious a basis vests the whole fabric ot that portion ot 
precarioesneso of their human wealth i which is stored in the form of the 

value Under present condi- precious metals j the most permanent ot all toe 
I,ions. forms of wealth, if human laws were unalterable ; 

the most easily destructible by any change of such laws under the influence of 
panic, caprice, or misunderstanding of the abstruse principles which undeihe 
the phenomena under investigation. . , , 

41. If the conclusion be accepted, and it appears undeniable that human 
Relative values of precious legislation, by causing their disuse as money, and 

eoetials are under human con- eo incapacitating them for the duty of. st « 
tool. value, can deprive either, if not both, the 

precious metals of the greater part of their value, it follows, conversely, .hat 
the value of either metal can, by the same instrumentality, be increased at the 
expense of the other, and, accordingly, that their relative value can, within 
wide limits, be fixed or defined; it was so defined, as has been shown, tor thiee 
quarters of a century, in virtue of the law of a single country (Prance) ; and, 
provided that such a law is sufficiently general, and that its permanence is 
ensured, its effect must be universal and absolute. 

42,. In a second appendix to this memorandum will be found an estimate of 
Production and stock of the total production and present stock of the 
the precious metals. precious metals. According to that estimate, the 

weight of gold and silver in human possession is about 510 millions of pounds 
troy, of which 80 millions of pounds (one-seventeenth part) is gold, and 480 
millions (sixteen-seventeenths) is silver. The aggregate value of the whole 
was, till recently, about equally divided between the two metals. The value 
of the whole may be, at this moment, about £2,800,000,000. So vast is the 
property, the value of either half, if not of the whole, of which, lies, as has 
been shown, almost absolutely at the mercy of human legislation. If, by 
human legislation or otherwise, one of these metals should be demonetised, its 
value would be practically destroyed and transferred to the other, the value of 
which would be doubled. The catastrophe whioh would follow upon such a 
revolution can hardly he imagined. 

43. The immediate effect of the recent action of Germany may probably 
Effect of Gorman demons- have been the transfer to the owners of gold of 
tisation upon their relative one-sixth of the value of the stock of silver exist- 
value#. ingin 1878, and the enhancement, in the same 

proportion, of all debts then existing, defined in gold, and of all recurring 
payments fixed by contract or custom in gold. By a happy accident it seems 
probable that the claims of creditors by the silver standard have not yet been 
actually depreciated : at the same time, but for the action of Germany, such 
creditors would have been, to the foregoing extent, in a better position than 
they now are. Enormous injury has been caused to trade by the resulting 
oscillations in the value of both standards in search of a fresh equilibrium, and 
from apprehensions which still continue, lest other nations should follow 
Germany's example. 


44 These serious consequences from the comparatively moderate distorb- 
Qravity ot risks lest other aIK ' e <>* the general standard measures of value, 
oonnnunities should follow due to the action of a single nation, furnish some 
suit. indication of what would happen if other nations 

should hereafter take similar steps. It is not too much to say that, in such 
case, that stability without which a standard of value cannot discharge its 
main functions already gravely impaired, would be finally destroyed. This 
calamitous result can he certainly averted only by the concerted action of the 
principal nations, and no effort should he spared to obtain such concert. 

45. If gold alone, or silver alone, was, by common consent, made the 
Inferior stability of mono- universal standard measure of value, then, after an 

metallic standard.’ indefinite interval of incalculable disaster and ruin, 

a certain new stability of standard established upon the sole gold, or sole 
silver, basis might again be attained j bnfc, even then, such, stability, based 
upon one metal only, must inevitably be wholly inferior to that bused upon the 
two metals in correlation, because be compensatory influences of the existing 
duplicate standards would be absent, and every passing fluctuation would 
operate upon a much smaller volume of material. To illustrate this, it may be 
asked what would have happened if the discoveries of gold in 1848 and 1851, 
which reduced the values of both metals by about one-fourth for twenty years, 
had operated upon gold alone? It seems probable that, but for the steadying 
influence of the French yoke between gold and silver, the value of gold would 
have fallen by at least one-half; in other words, gold prices would have 
doubled and creditors by the gold standard would have lost half their property. 

46. In order to the existence of a real bi-metallic standard measure of 

value, it is not absolutely necessary that the two 
metals should be actually interchangeable, any¬ 
where, at a fixed ratio. Such a ratio would, in a 

great degree, establish and maintain itself without any such interchange, if 
only a permanent share of the common field of employment were absolutely 
secured to each metal. At present, speaking generally, it may be said that 
the field of Europe and America is supplied only by gold, and the field of 
Asia is, to a great extent, supplied by silver : though even in Asia, notwith¬ 
standing that gold is nob used for money there, much value is stored in gold. 

47. Thus under present circumstances, silver takes a very substantial 

share of the work of storing value, not much less, 
as is shown in Appendix II, than one-half. Under 
this division of nuty between the two metals, the 

value of each is, even now, in correlation to the value of the other, so that a 
bi-metallic standard measure does already actually exist in a very important 
sense. If, indeed, permanency of the existing conditions could be ensured, 
the most elementary defect of the present state of affairs would be cured. 
But not only is there no security for such permanency, hut it is scarcely to be 
expected that the nations will consent to guarantee the status quo against, all 
changes Such an arrangement would leave America and France, especially 
France, burdened with a vast mass of silver money representing value m 
excess of its own proper value; and, even if this obstacle were sn:mpunted, it 
is hardly to be expected that other nations who have now a silver standard 
will, upon such conditions, bind themselves, for the common benefit, to 

forego for ever the use of gold money. „ , , 

48. After all, too, even if a bi-metallic standard measure of varne, baseu 
r ,«?* ; onntr A t tha e-ristkw u P on permanency of the status quo, could 

correlation, even if it could be be established, it would probably prove inefficient 
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Existing correlation of gold 
and silver. 


made permanent. 


for one essential purpose. With a perfect system 


of standard measures of value, there ought to be no difficulty in the transpor¬ 
tation of either metal from one country to another. For example, by reason 
chiefly of the rapid accumulation of the public debt incurred for the consolid¬ 
ation and material improvement of the empire, the settlement of the accounts 
of India, including in land Asia, with the rest of the world beyond sea, 
has hitherto required the constant inflow of gold' and silver. But it may he 
hoped not only that the debt of India will, in due time, cease to grow, but, 
even, that India may be in a position to repay some of its foreign debt. 
Whenever this state of things occurs, India ought to be able to re transport 
silver as well as gold without serious loss. It will be a great disadvantage 
to India, if, eventually, it should find itself deprived of this manifestly 
equitable resource. It may, however, readily be conceived that, if silver is 
not used for money in Europe, its value there would, under such circumstan¬ 
ces, be so greatly depressed that its re-transport might be impracticable. 

49. For these several reasons, the expedient of an international agreement 

to maintain the standard measure of value of each 
Guarantee of status quo re- nation, as it now is, may be set aside as practically 
jeered- unattainable, and comparatively ineffectual. 

fit). The simplest and most perfect theoretical form of a bi-metallic standard 
, measure of value would be an electron or amalgam 
Also the method of an elec- Q | B j| ver an( ] gold in fixed proportions. But, 
iron oi ama ga.ru. inasmuch as, if the metals were amalgamated in 

the proportions which other considerations require, such an electron would not 
be distinguishable, otherwise than upon assay, from pure silver, this method 
also must be rejected as unattainable. Moreover, it would be too violently 
inconsistent with the actual facta of the world’s money, which must practi¬ 
cally predominate any settlement of the question . 

51. Another method, also based upon the recognition of the bi-metallic 
Also that of associating the standard measure of value, would be to endue the 

two metals in fixed propor- two metals with the vis liberatrix upon which, as 
lions. has been shown, their value depeuds, only when 

associated iu fixed proportions. Thus, for example, it might be determined 
that debts should be discharged by the delivery of 1 part of gold and 1 Si- 
parts of silver. But this method would be, manifestly, so cumbrous and 
difficult iu operation, that it, too, maybe rejected, without more particular 
investigation. 

52. Tims three conceivable methods of giving effect to a bi-metallic 
Ihero may be other possible standard measure of value have been described, 

methods. namely,— 

(1) The surrender by each country, by international agreement, of the 

right to make any change whatever in its existing standard ; 

(2) The general adoption, as a standard, c-f an electron or amalgam of 

gold and silver in fixed proportions ; 

(3) The endowment of either metal with the vis liberatrix or force 

liberatotre only when accompanied by a fixed proportion of the 

other. 

It is quite possible that these three methods do not exhaust ail possible 
alternatives for the establishment of a bi-metallic standard measure ol' value, 

53. Their recital, however, is useful, chiefly, to illustrate the principle of 
These several methods a bi-metallic standard, as well ao the baselessness 

servo to illustrate principle of the common prejudice that the relative value of 
and show effivaoy oi human the two metals is not subject to the control of 
3aws ’ human laws, As already said, the experience of 



the world under the dominion of the French Monetary Law of ISOS effectu¬ 
ally disposes of that fallacy. That law, although confined to a single nation, 
sufficed, for seventy years, to yoke the two metals together within narrow 
limits, which even the revolutionary gold discoveries of 1848 and 185.1 scarcely 
stretched. As hon Ibeen shown ia this memorandum, the value of eaoh precious 
metal is immediately dependent upon human consent, that is to say, human 
Jaws, only. A grave disturbance of the relative values of the two has actually 
been caused by the legislation of a single nation (Germany) ; and it seems 
certain that, if'the principles underlying the value of these metals were 
generally understood, the at one time generally received, but now nearly- 
exploded, objection, that their relative value is independent of, and cannot be 
controlled by, human laws, would never again be heard. 

54. The three alternative methods aforesaid have been described only to 

fin. n. v .. , be rejected, as being, for sundry reasons, iinpractie- 

able. The only method left is that first intro¬ 
duced, instinctively, if not, indeed, accidentally, bv the French Monetary Law 
of 1803, and now, in practice, monopolising the title of Tub Bi-metallic 
Standard, By this method the coinage of silver and gold is unrestricted, 
axul both metals are endowed with the vis Uberatrix at a fixed ratio. For 
example, by the French Law, a debt of 1.00 francs may be discharged by the 
delivery of coins containing either 450 grammes of pure silver or 2 9*081?. 3 
grammes of pure gold, being in the proportion of I : 15^. 

55. if a standard of this kind were adopted by all, or by a sufficient 
Its efficacy iu main tailing number of, the nations, and if the ratio were 

the stability of exchange and fixed within certain limits, there can be no question 
of the standard measure of that but that the equilibrium, and, to the utmost 
va but. possible extent the (stability, of the values of the 

two metals would be completely and permanently secured. The general 
adoption of such a. standard would produce the same effect as the actual 
replacement of the two metals, gold and silver, by a single electron or amalgam 
of the two metals in the proportion adopted. To whatever extent, in the 
proportion used, the facts should be so disregarded as that, after an imaginary 
amalgamation of the whole stock of the two metals in that proportion, there 
would remain a considerable surplus of either metal, the common standard 
would be, to that extent, subject to disturbance; but, as such disturbance 
would not be confined to one country, but would extend over the whole world, 
it would be imperceptible, unless the error in the proportion used were very 
great. In no case would it affect the international exchanges, which by the 
adoption of a aommon measure of value, would be proof against all fluctua¬ 
tions beyond narrow limits. 

56. There seems no room for doubt that a standard measure of value 

resting upon this broad basis must, of necessity, 
be indefinitely more stable than such a standard 

resting upon the basis of one metal only, and that its adoption, under 
sufficient sanctions, would certainly deliver, not India only, but the whole 
Effect of its general adcp* world, from all the evils to which, in the absence 
tion upon creditors by exist- of any international agreement, it is now exposed ; 
jng gold standard. arid this without serious injustice to any existing 

interests, !No doubt, creditors by the present gold standard would lose some 
of their actual advantage; but for the most part this advantage has been ac¬ 
quired recently, and being wholly unearned, is held upon no fundamentally 
equitable title. Moreover, the sacrifice entailed upon such creditors for the 
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common good, would probably, in almost all cases, be largely compensated, 
even to them, by the substantial improvement of their security, and the 
general increase of prosperity which must ensue from the establishment of 
the standards of value of the world upon a permanent ly stable basis, 

57. The question what particular ratio between silver and gold should be 

adopted in a bi-metallic standard of this kind, 
Proper ratio between gold though important, is, still, only a subordinate qiies- 

tion. theory, as already indicated, requires that 
this ratio should he, as nearly as possible, the proportion which the whole stock 
of gold in the world bears to the whole stock of silver. But neither is if, 
possible to ascertain this proportion with any precision, nor, whatever it may 
be, will it be permanently maintained. According to the statistics in 
Appendix XI, this ratio, at the end of lt-78, was about 1:16. The ratio by 
Die Law of the United States of America, now practically suspended* is 1; 
.16. The ratio under the French Monetary Law was 1 : lt£. Although the 
American ratio, probably, approaches the more nearly to present, theoretical 
precision, yet the proportion of silver to gold in the common stock is now 
constantly diminishing, and much wider practical effect having been given 
to the French ratio, it would, probably, be preferable to adopt it. There is no 
doubt that the French ratio would, in effect, secure as complete a stability of 
value in the standard as is attainable, 

58. Reference has been made, in this memorandum, more than once, to 

Proposed Union. the e ? neenfc a sufficient number Of nations as 

essential to the establishment ot a common standard 
measure of value. The greater the number of nations associated for such a 
purpose, the more thorough would be the result. At the same time, it Iras 
been shown how effectual has been the action of a single nation (France); 
and it is believed that, if America, France, Germany, and India were to unite 
with this object, the desired reform would be effectually and permanently 
accomplished, and that it might be even possible to dispense with the co¬ 
operation of Germany. The Government of British India need not hesitate 
to become a party to such a union, to which it might be expected that other 
nations would quickly adhere. The Government of India should not join any 
convention to which France is not a party. Present circumstances impera¬ 
tively demaud a concerted action between France and India. 

Conclusion, r»pK«l.W. 8 ®' Tbo °“ el “ i 2 3 4 5 ?»* “ ««- memo- 

random may bo thus recapitulated. It is con¬ 
sidered— 


(1) that- value should be measured throughout the world by a common 

standard; 

(2) that this standard should, by the most effectual possible inter¬ 

national sanctions, be secured against disturbance by anv siu<*le 
nation; ‘ * 

(3) that, practically, however, the desired object would be attained 

by the union of America, France, Germany, and India, or eveu 
of America, France, and India ; 

(4) that the best, because the most stable, standard would be the 

recognised Bj.-metah.to Standard, that is to eav, the optional 
payment of debts in gold or silver at a fixed ratio ; and 

(5) that this ratio should be that prescribed by the French Monetarv 

Law of 1803, namely, 1 • 15£ . • 


' International Mmt Regnla 
tions. 


00. To complete the reform advocated, the mints of all nations should be 

organised, and the levy of seigniorage regulated, 
under international laws. It would, indeed, be 
better still if, in recognition of the fact that 
value, of which money is, after all, only the instrument, is cosmopolitan, the 
mints of the world could be managed as neutral or international .institutions, 
belonging not to individual nations, but to mankind as a whole, This is, 
perhaps, an ideal, the realisation of which is distant ; but it may be hoped 
that sufficient effect may be given to the general principle advocated, to 
deliver the world, almost wholly, from the inconvenience and loss occasioned 
by fluctuation a of the international exchanges, and greatly to alleviate the 
infinitely move injurious, albeit lees patent, fluctuations to which the standard 
measures of value are now Subject. < , , 

61. The adoption of these principles would still leave many minor 

improvements in the currency or exebange- 
Subsichary currency reforms, n^inery of the world to be desired ; but none 

of them are important in comparison with the settlement of a common 
standard measure of value upon a secure and appropriate basis. lhe 
following may, however, be mentioned :— 

(1) 'lhe universal establishment of proper principles as to the issue of 

subsidiary money of all sorts, whether in paper or in any kind 
of metal. No such subsidiary money rests upon a sound basis 
, which is not convertible, on demand, into standard monoy. 

(2) The assimilation of the moneys of different nations. It would be 

convenient if there were not only one standard measure 
of value, hut a common unit of such standard ; that; is to say, 
if the several coins of each country contained the same weight 
of fine metal, or, afc least, multiples of the same weight. 

(!) The general introduction of the decimal sub-division of money. 

is not necessary to speculate on the effect which the inti eduction 

international hi- of the bi-metallio standard would produce upon 

ntetnllio standard upon metal- the current or aetive money of tbe wol.d. Un 

lio currency. the one haud, it is not to be expected that such a 

lneasiive would, for a long time, if ever, modify that universal preference of 

, id . 0 gilver which is doubtless founded upon its prtmd facie luheiept or 

f D 0 t ‘ri„* nuperi’or 3«tio M for stories wine. The Gresham Law m«h*. 

therefore perhaps, operate to cause the recession of gold into tbe stores ot 

passive mow, where it would, none the less, effectually d.sohnrgo its share 

nP fi.ni common function of the two metals, although it might only appeal 
of .the common tujaoraon v * Qu tbfl othor hand, the greater 

*m“» , lnd 1 i heunness of the more valuable metal, for the transport of value 
tSL Zo »±Ed cm- Stances, might possibly lead to its preferen- 
+ - . ikp pnv the wholesale and. international settlement of accounts. 

63. Doubtless, the substitution of. silver for gold as the n^wu^^oTd-^if 

m oney of the countries which now use gold—it, 

Gold might possibly disap- rero hanco, this should bo the result or the mtro- 
pear from active circulation. jj uct j on 0 £ tile bi-metallic standard—would be 

/I;.. Rtftful to those who are accustomed to the more portable and convenient 

1 Int But whhe sympathy might he felt with their preference for 

“^ectioM of lMs nature need not be ranked highly in comparison with 


6£, It 

Effect of 




have eaused no lasting I 03 S of 
their value. 


the world-wide and substantial benefits to be expected from the reform which 
But too much weight must might, possibly, involve them ; and, when it is 
not ho allowed to this disad- remembered that but a small fraction of the world 
vantage. even now uses gold for its current mouey ; that little 

practical inconvenience is found to result from its absence in such different 
countries as India and Scotland; and that, by a suitable development of paper 
currency, the disadvantage of the greater weight of the less valuable metal 
can be so mitigated as to be almost neutralised, the conclusion need not be 
evaded that there is little real, substance in such prejudices. The sentimental 
arguments which are connected with the supposed superior beauty, and the 
certainly superior value, of the royal metal, do not seem to deserve even a 
passing thought. 

64. Lastly, one remarkable phenomenon, cognate to the subject of this 
The additions to the stock paper, may be noticed. During the thirty years end- 

of the precious metals since ing with 1878, the stock of gold in the world was 
^ nearly doubled, and one-fourth was added to the 

stock of silver. This rate of increase to the stock of the two metals was 
unexampled. Some temporary inconvenience was caused by the consequent 
fall in the value of these metals,—or, in other words, the general rise in prices ; 
but, although, as yet, the production of the precious metals is but slightly 
abating, there has, of late years, been a marked reaction in prices, which have 

receded very nearly. to the level at which they 
stood in 1850 , that is to say, notwithstanding the 
unprecedentedly vast additions to the stock of the 
two metals and their continued great, although now diminishing, production, 
they have, already, nearly regained their former value. 

65. This paper must not be prolonged by an attempt to analyse the causes 

of this unexpected, not to say extraordinary, 
result. But it deserves remark that the period 
during which these unparalleled additions have 

been made to the general stores of the preoious metals,—not at all, as is 
believed, to the active metallic money of the world—has been also a period of 
unparalleled development of the general resources of the human race and 
unprecedented material improvements. If it be true that the fundamental 
and principal use of the precious metals is to store the surplus produce of the 
soil and of human labours, then it seems to follow that the growth of this 
surplus has, ultimately, kept pace with the supplies of the precious metals, 
greatly as these supplies have been for the time, accelerated. 

66. Thus it becomes a not violently improbable assumption that there is 

Probable connection be- ^°te connection between the supplies of tbe 
twoou these phenomena. precious metals and the progress of material im¬ 

provements in the world. Indeed, it would not, 
probably, be difficult to trace, in the recent history of British lndiu, a direct 
relation between the contemporary discoveries of the precious metals and the 
activity of labour which would otherwise have remained dormant. the culti¬ 
vation of land which would otherwise have continued unproductive ; and even 
the preservation of human lives which would otherwise have perished. 

67. According to all available information, we Lave now to contemplate 

Threatened contraction of the P rol >aWHty of a progressive contraction of the 
supply of the precious metals, supply of these metals. It so, it is peculiarly 

important, just now, to prevent the further disuse 

2 B 
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of the less valuable metal, and it would be just now especially disastrous if 
mankind should finally resolve to use gold alone for the storage of value, and 
decree tlxe destruction of the value of silver. 

68. Many of the arguments used in ibis paper have travelled beyond the 

, , , „ scope of the British Indian interests, and averted 

charaoter * to cosmopolitan considerations which may, at first 
sight, seem to be outside the duties of an Indian 
official; but for this no apology is necessary. The troth is, that, in this 
matter, at least, the interest of each country is identical with the interests of 
the whole world. Therefore, in the advocacy of the great reform which is the 
object of this memorandum, on behalf of India, it has been necessary to plead 
on behalf of all other nations. 

69. At the same time, this paper has not been prompted by a quixotic 

desire to promote a reform with which India is 
not concerned, but solely by the conviction that 
empire imperatively demand its adoption. The 

yearly loss to India from that recent monetary disturbance which was 
possible only by reason of the absence of international engagements for the 
equitable protection of the monetary interests of all nations has been esti¬ 
mated at about crores of rupees. Large as is that sum, it represents, it is 
believed, feebly and inadequately, the injury inflicted upon British India by 
the loss of general confidence in the stability of its standard measure of value. 
Moreover, India is left, meanwhile, constantly exposed to the consequences of 
the actions of other nations over which the Government of India have no 
control, 

70. The restoration of public confidence in the standard measure of value 

of British India by its re-establishment upon a 
Importance of the problem. gtable and secure basis, and the deliverance of the 

Government of India from risks and apprehensions, which, as has been said, 
make any settled financial policy well-nigh impossible, seem to be objects 
worthy of vigorous and sustained efforts, and of the application of all the 
resources at the command of the highest statesmanship. 


The interests of India, 
the interests of this great 
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Pncex and Values of Typical Commodifies in Gold and Stiver in London and Calcutta (Prices and Values of 

March 1873=100). 
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TABLE I —eon id. 

Prices and Tallies of Typical Commodities in Gold and Silver in London and Calcutta (Prices and Values of 

March 1573 = 100)- eontd. 
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TABLS II 


Estimates of the production of the Precious Metals since the discovery of 
America, and of the Stock in ezktence before that event (compiled from 
various sources). 
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Silver* 
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67,870 
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3,>222.305 

8,683,383 

Produced elsewhere than in 
sian Asia, 1493-1848* 

Tistra-Una- 

4,415,499 

11,829,850 

134,050,078 

360,750,000 

Produced in Extra-Bussian 
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Asia, 1493- 
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1,288,768 

3,453,837 

3,107,309 

8,325,000 

1849*1850 * 
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102,516 

274,660 

2,071,639 

5,660,000 

TolAl 1103-1350 
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4,821,776 
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83,064,414 
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* 
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1,098,626 
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14,183,633 
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11,123,488 

1 

29,809,721179.349,080 

480,506,080 


Values in sterling money la 
1878- 


Gold 


„ 1,519,152,000 


Silver . @ SOrf. 

an oz. troy 1,298,015,000 

Silver . © QOd. 
an oz. troy 1,658,398,000 


* Tookeand Nowmarch, Vol. VI, pp. Hi, 142, 160, 231. 
t Soetbeer, Production of the Pr ecious M'dUr Is (1679). 

% Sir Beotor Hay, Statistical Society’s Journal, 1879, p» 430. 

Noth.—A ll the authorities who havo shared in the compilation of these statistics eonour in the warning that 
the f^r.res, especially before 1848, mint he taken with reserve. They are, in fact, at the best only guesses care¬ 
fully made by competent observers, after examining 1 all kinds of data 

Even as such they are open to the fullowiug criticisms and remarks : — 

I.*-The estimate of the metal already won in 1492, avowedly, only includes the stock m Europe, Ruaiim. in 
Asia, aud Mediterranean Africa. It does not include the srores already wod from the earth in 
America, Asia, and the test of Africa. Even the European stock seems, probably, u.uoh under¬ 
estimated ; and it if; likely that the Asian store w<*s already large. 

Xr.~'The estimate of the produce of Extra-Russian Asia between 1M aud 1847 is by a Bussiau authority 
M. Otreschkoir, It does not, apparently, include India or Japan ; yet there are indications that 
the production of gold iu India may, in the past, have been considerable. 

III.—The statistics, Bines 1847, apparently include little or nothing for Extra-Russian Asia ; and the greater 
part of Africa is throughout excluded. But Jacob speaks of considerable produce in Africa, and 
values the produce of Asia in gold at £1,235,000 a year, and in silver nt £165,000 (J&’o* o?i Me 
JPr«ri0ff« M*ta 4'-fl831] ( Chapter XXVII). OtreschkofT estimated the gold production of China 
at £600,000 » year, and of Sumatra Java, Borne*.) and the Archipelago at £2,400,000, and the 
silver production of China at £190,00 > a year (Toole and Newman h, Vol . VI , p. 762). ('hevaih-.r 
estimated the yearly produce, before 1865, of Extra-Russian Asia and the Asiatic Archipelago *uid 
Africa at no Icbs than 80,000 kilos of gold (nearly £11,000,000; and 500,000 kilos of silver (about 
£000,000, (Money, Edition 1896, p. 557). 

2V # _Ori the other hand, the figures in this fable sinoe 1402 allow for no waste and no Iossob, as for exam¬ 
ple, by shipwreck*?, firee, forgotten hoards, and the like. 

Perhaps these several omissions may be set against each other ; nod the weight or gold now in existence 
estimated as followsLbe. troy. 

Golrt . 11.200.000 30,000.000 

silrer ; : :.. 480,000,000 

flttt these estimates probably err la the direction of being too low. 
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Note by Mr. T. C. Hope, dated the 9th April 1881. 

1. In a despatch, No. 79 of 24th February 1881, the Secretary of State 
has forwarded to us a letter addressed by Lord Lyons to Lord Granville re* 
porting an “ unofficial and private w conversation he had had with M, Leon 
Say on the subject of the proposed Bimetallic Conference to be held at Paris. 
In forwarding this letter, Lord Har ting ton makes the following remarks:— 

“ In the absence of any expression of the views of Her Majesty's Government as to this 
proposal, I have not thought it right, at present, to make any communication to the Foreign 
Office in reply to their letter. But as the subject is one of much interest for India, it would 
appear to me to be unwise, in the event of the proposed Conference of the Bowers being 
held, that the Indian Government should not he represented; and I shall be glad to learn 
as soon as possible what are the views of Your Excellency in the event of its being proposed 
that India should become a member of a Union, based on principles of bimetallism fo.- 
a limited term of years.” 

2 In a subsequent despatch (No. 94 of 10th March 1881) the Secretary 
of Stale has forwarded to us a note, which has been communicated to Her 
Majesty's Government by the Representatives of France and the United 
States, in which a formal invitation is conveyed to take partin the Conference. 
The terms of this note are as follows:— 

“ Le Gouvernement da la Rdpnblique Franchise et lo Gouvernement des Etats-ITnis, aysmt 
dchaugd leurt* vues an sojet d’ttne Conference entre les Puissances principalemeut intdresades 
dans la question d'etablir 1’usage de Tor efc de Targent comma monnaio international 
biiudtallique, et d’assurer la Gxitd de la valenr relative entre ces mdtanx, sc trouvant d’accord 
sur I’utilite et Vimpovtanue dans une telle Conference, ainsi que sur la date et le lieu oil olle 
ssrait tepue, ont l’honnour d'inviter le Gouvernement do Sa Majesty Britan nique a prendre 
part a une Conference composdo dea deldguos que cheque Gouvernement voudra bien 
designer. 

La Conference se reunirait a Paris le Mardi, 19 Avril prochain, pour examiner et 
adopter, dans le but dele soumettre a l'acooptation dee Gouvernements rdpr6souths a cefcte 
Conference, un plan et nn systdme pour lbitablissement, au moyen d’une Convention 
Internationale, de Vusage do Tor et de 1’argont eotmne monnaia bimetalliquo, snivant une 
valeur relative ddtennineo entre ces deux mdtaux.” 

3. On the receipt of this invitation tire Secretary of State caused the 
following communication to be addressed to Lord Granville on 8th March 
1881 

“ Without knowing the system whioh the Foreign Governments may think of adopting, 
and without ample ti mo for obtaining the opinion of tbe Governor General of India iu 
Council ou so important a question, the Marquis of Haithlgton is unable to assent to that 
Government being pledged to adopt tbe principle of bimetallism. 

“ It does not appear to Lord Harrington that, for the object proposed there is any 
necessity that a Government whioh is now using a silver standard only should adopt a 
bimetal-lie standard. . 

“Lord Harrington doems it, however, of great importance that the interests of India 
should be represented in a Conference having for its object the means oE restoring silver, 
in some degree at any rate, to its former value; and he desires me to suggest, for the 
consideration of Earl Granville, whether it might not be possible to obtain from the 
Governments convening the Conference a modified invitation to Her Majesty’s Government 
to send delegates instructed to report on the extent to which it may appear possible that the 
measures which the Conference may decide to recommend would be forwarded by any action 
on the part of the Government of India, and. if the Lords Commissioners of Her Majesty s 
Treasury would consent, on the part of the Britix.’i Government also. 

4. Officially, the matter stands thus. Unofficially a Reuter's telegram, 

dated yesterday, reports as follows :— 

<< Sir Charles Dilke, replying to a question in .the Commons, said that the Indian 
Government was willing to send a delegate to the Metallic Conference, but that he would 
nut be authorised to vote on any question to adopt the bimetallic standard.' 


It; may very probably be correct, but we cannot rely on its correctness, I do 
not take it to mean more than that England will not submit to the decision 
of a mere majority of delegates the question whether she shall modify either 
the English or the Indian standard. Another telegram of the same date, but 
received to-day, runs thus :— 

“ Paris, Blh April 1881 .—In the Senafco the Minister of Finance said that ho still hoped 
England would participate in the Metallic Conference. France, he said, will support a 
bimetallic standard,’' 

Evidently England's course of action is not yet definitively settled, 

5. Of the nature of the arrangement contemplated by the conveners of the 
Conference, some idea may perhaps be gathered from the following cutting 
out of The Timex received by yesterday's mail:— 

‘‘■Berlin 14th March— A morning journal hero professes to have received from London 
the proposals made by the French Government to these Powers who have been invited to 
attend the forthcoming Monetary Conference in Paris, and, while remarking that the Lega¬ 
tion of the United States here knows nothing ns yet of the document referred to, I may 
summarise it briefly thus. After a long preamble, setting forth the reasons and motives 
for the contemplated change, the paper takes the form of a draft convention of 11 articles, 
which the Conference delegates are supposed to adopt as tho basis of their discus¬ 
sion, just as the Treaty of San Stefano formed the basis of negotiation at the Berlin 
Congress. According to this, the United States of America, the French Republic, etc., 
would constitute themselves a Bimetallic Union, the several members of which would permit 
the unlimited coinage of gold and silver in the value proportion of 1 to lo£, it being optional 
for the various contracting countries, under this condition, to alter or retain their coinage 
of dollars, francs, pounds sterling, or marks. Every person would have the right to bring 
any amount of gold and silver, in money or otherwise, to the mint of any of the 
countries to have it gratuitously converted into oash, and payment of the sum to he coined 
could be had immediately by a deduction not exceeding two per thousand. Tho gold and 
silver coins to bo legal tender in the State which thus minted them. The Government in 
each State to continue issuing its various coins to settle their quantity and quality, aud 
determine the amount beyond which no private person would bn bound to accept the same as 
payment. Tho fact of a State issuing paper money or letting it be issued, whether convert¬ 
ible or not, is not to free that State from the stipulated obligation of always keeping open 
its mints for the free coinage of both the metals aforesaid in the proportion of 1 to 15-| ; and 
gold and silver, whether in bars or cash, are not to be taxed on importation or exportation. 
The acceptance of silver to begin the same day in all State, of the Bimetal]io Union, and the 
convention to remain in force till the 1st of January 1900, and, in the event of its not 
being denounced a year before this date, further by tacit renewal till 1910, and so on for 
periods of ten years.” 

There can be little doubt that America and the Latin Union (France, 
Switzerland, Italy, ."Belgium and Greece) will enter into a new Bim etallic 
Union not differing'very essentially from this sketch. Germany is believed 
to have been, unofficially, a prime mover in the matter, and to be prepared 
to euter the Union, subject to certain reservations, probably relating to her 
stock of silver. Austria is understood to be strongly in favour of bimetallism. 
Spain is practically bimetallic. Russia and Turkey, owing to their forced 
circulation and financial difficulties, are not of much account. • 

6. As the Conference is to meet at 'Paris on the 19th instant, and no indi 
cation of the views of the Government of India, eveu as to sending an Indian 
delegate, has yet been given, an answer to the Secretary ol State ought to go 
as soon as possible. Possibly the uncertainty indicated by the telegram may 
be partly owing to its non-arrival. 

7. The interests of the Indian Government and people have alone, oE 
course, to be considered. It seems unnecessary for me to expatiate on all the 
present and future evils to which India is, aud may be, subjected by a depre¬ 
ciated, varying and falling rupee. But I may mention— 

First , we have the actual loss in exchange falling on all Government and 
private remitters. In the case of Government, this appears in the Budget for 


mo 

the current year at £3,083,000, and. araounta, even at the ratio of 15$ to 
], to no less than £2,05 >’.,600. 

Secondly, there is uncertainty in commerce. The merchant has to contend 
with and allow for not only the fluctuations in price of the article in which 
he deals, hut also those occurring 1 between the metals used as standards in the 
countries between which his business lies. 

Thirdh) come the loss to fixed incomes, the depreciation of State fixed 
resources, and the modification, in favour of the debtor, of all existing 
contra els. 

Fourthly, the extinction of a proportion, corresponding to the depreciation, 
of such part of the circulating capital of the country as consists of money. 
If a mercantile firm possesses a capital of fil,00,000 for carrying on it, 
business, or a native possesses K 100 hoarded in a chatty-pot, the effect of a 
depreciation in silver of 25 per cent, will be to reduce the means and pur¬ 
chasing power of each by one-fourth just as effectually as if that portion of 
the easli had been thrown into the sea. Supposing the currency of India to he 
200 millions a depreciation of 18 per cent, will have the same result as if a 
fine of 36 millions in cash had been levied, and carried off by an invading 
power. This effect is not, of course, experienced by fixed capital, or by 
circulating capital consisting of produce, etc. 

8. From this it will appear that it is of the first importance to India to 
have a rupee (1) appreciated, or raised again, as nearly as may be, to the old 
level on which the bulk of expectations and State contracts have been based ; 
and (2) steady, or, in other words, furnishing a standard of value varying as 
little as possible. 

9. I do uot propose to examine the whole question of bimetallism. To do 
so seems unnecessary, and would uot be satisfactorily practicable within 
the ordinary limits of an office note. But I may remark that the aspect of 
the question, and of the controversy over it, has materially altered during the 
last three or four years. Experience of the practical effects of the discoveries, 
first of gold and then of silver, has shown them to be by no means so important 
or revolutionary as was anticipated, and has thus considerably weakened the 
force of discussions and conclusions based on such anticipations as were those 
which occurred in India some years ago. The bimetallists have been brought, 
by the fire of criticism to which they have so long been subjected, to divest 
their ease of various fallacies and broad statements which at first attached to 
it, and to pnfc their arguments with greater moderation and precision. On 
the other hand, the writings oi some distinguished monometallists, such as 
Messrs. Bagehot and Gillen, deal with only portions of those arguments, and 
that, sometimes, on premises themselves open to question. Consequently, no 
books can be named which deal completely with the case, either on one side or 
the other. Nearly all the most recent are on the bimetallic side, and the 
best of these are “ on the Depreciation of Silver” by Edward Gazalet-, “ What 
is Money?” by Robert Gladstone, “the Decline of Prosperity ” by Ernest 
Seyd, and “Gold and Silver” by Mr. Hacks Gibbs, who was oue of the 
British delegates at the Paris Monetary Conference of 1878. Mr. R. B. 
Chapman’s “Memorandum on an International Bimetallic Standard Measure 
of Value,” which was forwarded to the Secretary of State with the Govern¬ 
ment of India’s Despatch No. 185 of June 8th, is also a very important 
contribution to the disoussion. 

30. But whatever may he the abstract merits of the two rival theories, 
v/e shall probably be pretty safe in assuming (1) that England herself will, 


under no etrumstanees, bo induced to abandon monometallism ; (2) that most, 
if not all, of theefinandally important continental nations will establish a new 
Bimetallic Union without her; and (3) that the value of ailver will be consi¬ 
derably raised in consequence. 

11. Under these circumstances, it may be asked whether our chestnuts will 
not bo pulled out of the fire for us by others, and whether we need do more 
than sic still and reap the benefit, X submit that more is incumbent on us. 
We in India are the largest holders of silver, believed to possess two-fifths of 
the stock in the world, and all the action or inaction of ours is of primary 
importance. If we were to demonetise silver, the new Union itself fcould 
hardly bear the strain ; as long at we do not declare our intentions in this 
respect, uncertainty and fear (the chief workers of the present mischief) must 
affect the metal and our own interests in it. If, again, we have in our power 
to facilitate metallic remittances from one country to another, to reduce their 
cost, and to increase the consumption of silver, we should on no account 
neglect to do so. “The time remedy/'' says Mr. Bagehot, “for an enfeebled 
market is au access of demand.” 

12. As to demonetisation, we know perfectly well that it is impossible to 
us, because we never could obtain the means of acquiring the necessary gold. 
We should also hardly be so rash as to attempt the operation, in view of the 
recent failure of Germany on a smaller scale. Consequently, there can be no 
harm, and there will be the good indicated above, in declaring, or even engag¬ 
ing, to this effect. 

13. Beyond this merely negative measure, however, we might take 
certain definite steps, in volving no risk whatever, but likely to have a very 
powerful effect in our favour. I will first state these concisely, and then 
explain their scope. In India itself the steps required would be— 

“1st. —The Indian mints to coin for the public a new silver piece, or 
dollar, worth intrinsically one-fifth of au English sovereign in the ratio of 15£ 
to 1, and therefore containing 350*306 grains troy of pure silver.* Its full 
weight would be 889*228 grains, supposing it to be made ‘ 9U0 fine/ 03 the 
similar coins of the Latin Union are. 

“ 2nd. —This piece to be made legal tender at the rate of 34 annas, which 
is its intrinsic relation to the rupee, in the ratio of 15| to 1. 

u 3rd. —The English sovereign to be made legal tender in India at the 
rate of 34 x 5 = tea rupees ten annas. 

“ Ath .— Sovereigns of similar weight and fineness to be coined for the 
public, on demand at the Indian mints, at rates for seignorage, etc., propor¬ 
tionate to those charged for rupee coinage. ” 

N.B .—The question of coining half-dollars, either to run alongside 
the rupee or to supersede it, and of tire subsidiary coinage, should stand over 
for future consideration, after the effects of the main measure have been 
observed. They have no present urgency, as the dollar and sovereign will not 
clash with any part of ouv existing Indian coinage. 

14. In order to give full effect to the above four steps, it is further desir¬ 
able, with sole reference to our Indian needs, to obtain assistance from 
England to the following limited extent:— 

" "ftth ,—The Indian dollar to be coined also at the English mint on 

# The proposal to coin snob pieces originated with .Mr. Ernest, Heyd, in his work on 
“ Bullion and Foreign Exchanges. ” Whether the piece should bo composed as above, or 
contain B50’625 grains of pure silver, as ho has more recently suggested, is a minuto techni¬ 
cal question which need not be noted at present. 







behalf of Government, and issued, under suitable precautions, to the public 
for shipment to the Hast. 

“ 6th. —The English Bank Act, clause 8, to he altered so as to allow of 
the Bank’s holding silver coin and bullion, instead of silver bullion only, up 
to the value of one-fourth of its stock of gold. 

il 7th -—Private arrangement to be made with the Bank of England perma¬ 
nently to hold accordingly about five millions of its metallic stock in silver 
coin and bullion, and to include in this a supply of dollars sufficient to meet 
ordinary requirements of shippers to the East. 

« 8th .—The dollars * to be also issued in England as a part of the 
subsidiary coinage [gold 'remaining the standard), that is, to be limited legal 
tender up to £5 only, and the issue to be regulated by Government in the 
same way as that of the silver and copper token coinage now is. The Bank of 
England to give these pieces to the public, in exchange for gold or notes, as 
far as possible consistently with the above provisions.’' 1 

JN.B .—If the limit of £5 be strongly objected to, 40 shillings, which is the 
legal tender limit of the present English token coinage, would be better than 
nothing, though £5 would be very preferable, and could do no harm whatever. 

15. The first object of these measures, which all work into each other 
and should be considered as a whole, is to establish a fixed natural par of. 
exchange between India and England. Mr. Bagebot thus explains! a natural 
par :-~ 

“ As is well known, between two countries which n&o the same inetal for money, there is 
a natural and fixed par of exchange. A certain weight of that metal of a certain fineness, 
in the currency of one of these countries, will always exchange for an equal weight of like 
quality in the currency of the other. But between two countries, ono of which employs gold 
and tlie other silver-, there is no snch natural par. The relation between the two currencies 
depends on the amount of the one metal which will exchange for a given amount of the 
other.” 

Where two countries have the same standard, the exchange can only vary 
(according to demand for and supply of it) within the narrow limit of the 
cost of transmitting specie from one to the other and converting it into coin. 
Where two countries have a currency identical, or partly so, as England and 
Australia have, the bond is closer still, for the actual coin can be transmitted, 
the delay and cost of assay and recoinage being saved. It lias hitherto been 
the misfortune and loss of both India and England that, though politically 
one, they monetarily speak different languages, and cannot communicate 
except through an interpreter. A London merchant who lias to remit to 
India must buy bar silver or Mexican dollars, or sweep the continent for five- 
franc pieces, as he cheapest can, and have rupees coined in India. An Indian 
merchant remitting to England must either purchase gold, or send off rupees 
and silver bars to be exchanged in Europe for gold, before he can command 
sovereigns in London. The same applies, mutatis mutandis, to our now 
increasing tvade with Australia. It is unnecessary for me to enlarge on the 
risks and losses which this process entails. Under the measures proposed, 
the merchant in either India or England will be free to remit at once 
sovereigns cither way, and dollars to India, without limit (and even dollars to 
England to a moderate extent), as he may find most convenient. 

* If there be any objection to the currency of an Indian piece in England, all the pieces 
coined there might be styled four-skilling pieces, and bear the ordinary English superscrip¬ 
tion. These pieces could then be piaced on tliQ same legal footing in India us the dollars 
coined there. This point, however, is of minor importance. 

t “ On Silver, ” page Vi. 
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16. The necessity of adding gold to our Indian legal tender currency 
is two-fold. First, the option of selecting sovereigns for remittance will 
greatly relieve the exchange anil promote its fixity-merchants will he free 
to take for remittance whatever is first to hand. Secondly, the full monetisa¬ 
tion of gold will greatly benefit India, by affording a ready outlet for p*rt of 
the vast hoards of the metal now lying unprofitably in bars or ornaments, 
and so increasing the active capital of the country, with the well known 
results of “ cheaper money” and greater industrial and commercial activity. 
It may be added that if our gold-diggings should chance to afford a large 
outturn, it will be a great gain and convenience to be able to convert the 
metal into local money. Upon this point, as on others, my limits preclude 
my writing at length; but I may refer to the ample evidence in favour of 
causing a legal tender of gold to be a part of our currency arrangements which 
is contained°in the volume of discussions on the gold question, 1859-74, and 
specially to the opinion of the Currency Commission of 1866 (paragraphs 
24 - 25 , pp. 841-342), and to the following extract (paragraph 5, page 296) 
from Si: Charles Wood's despatch No. 224, dated the 26th September 
1864 

« g, jt i s obvious, from the information collected by Sir Charles Trevelyan, that there 
is a very general desire for the introduction of gold coins in India; that the people, even in 
the upper and remote part of India, are well acquainted with the sovereign ; and that there 
is a Very general impression that the introduction of the sovereign would be well received. 

” * * * Nor can there be any doubt of the advantage 

to India, England, and Australia if the gold sovereign could be made the basis of their 
common currency. ” 

17. The fixin 0, a ratio between gold and silver is an indispensable con¬ 
comitant of the "new position proposed for the former. I select the ratio of 
154 to Ij not because there is any magical virtue in it, but because, on the 
one hand our Indian experience has amply proved that both the ratio of 15 
to 1 established by Act XVII of 1835, and the more recent attempt to get 
English sovereigns into circulation voluntarily on filO, were too high to be 
workable : while on the other hand, 15$ to 1 is the ratio corresponding most 
nearly to the bulk of transactions and contracts prior to the late disturbance, 
and certain to be adopted at the coming Conference. Regarding the general 
suitability of this ratio, I may refer to M. Cernuschi’s pamphlet, " .Bimetal¬ 
lism at 154 ” published in January last. 

18 The second object of the measures detailed in paragraphs 13 and 14 
is to strengthen the demand for silver. In India, the dollar would probably 
not add much to the silver eircuktion, but chiefly take the place of rupees, 
Jb'or trade remittances from both India and Eriglanu to China and the -hast 
generally, however, they would be largely used, owing to their economy and 
convenience. The dollar—American, Mesiean, Spanish, and miscellaneous 
— has always been a favourite coin in the Eastern lact, the supply is 
believed to fall short of the demand,-and a new dollar of British Indian 
origin would be sure to make its way rapidly. In England, the five millions 
to "be kept in tlie Bank of England would be a permanent accession _ to the 
demand, as would also such quantity of four-slnllmg pieces as might be 
added to the subsidiary coinage under clause 8 of paragraph 14 above 
Aceordimr to the best information procurable, four-shilling pieces would 
supply a recognised want, and be a great convenience. Every accessmn, 
0m Vn'' „„n as i« r m> is of 0 certain use and value. 

19 It may b/asked wherein the scheme just set forth differs from pure 
bimetallism for India? Also, the objection may be made that, if it doos not 


differ, and if bimetallism be good for India, there will be a better chance of. 
the Home Government sanctioning the latter if it stand alone than if it be 
mixed up, as in these proposals, with arrangements extending* to England. 

20, The scheme is tantamount to bimetallism for India, but it involves 
more besides, without wbicb India, owing to her distance and isolation from 
Europe, and to tbe fact of so large a proportion of her trade lying with gold- 
monometal lie England, cannot reap as much benefit from bimetallism as 
continental nations and America can. If I have properly explained myself, 
it will be clear that the arrangements in England for coining and keeping in 
hand dollars for shipment to the East (supra, paragraph 14, clauses 5, 6, and 
7 ) are part of the essence of the scheme for raising and steadying tbe 
exchange. Without a natural par, much fluctuation and uncertainty must 
remain. The proposal to issue the dollar, or four-shilling pieee, in England 
ns part of the subsidiary coinage (clause 8 of paragraph 14 ) stands distinct, 
resting on separate ground, and is chiefly designed to add to the demand for 
silver, and to afford a substantial guarantee to continental bimetallic countries 
like England, though indifferent, is not hostile to their system. The first 
seven clauses of the scheme ought, I submit, to stand or fall together—un¬ 
less, indeed, only a limited advantage is to be reaped from the present oppor¬ 
tunity. But the eighth might be suggested separately, and not indispens¬ 
ably, for the adoption of the Home Government, if that course were deemed 
more politic and safe. 

£1, The popularity which the measures are likely to attain cannot he 
left out of account. In India, there can be little or no doubt of their favour¬ 
able reception. Goldmoburs have been, from the days of the Mahomedan 
Emperors, in general use on account of their portability, easy concealment, 
beauty as ornaments, and ready conversion from the purpose of adornment to 
i.hat of expenditure. Sovereigns hold the same position. The volume already 
referred to contains ample proof of this well-known faot. The dollar 
possesses similar advantages, proportioned to its different value and bulk, and 
is to this day largely used for the objects above indicated. Moreover, neither 
sovereigns, nor the new dollars and half-dollars, will be any distressing 
novelty. Sovereigns are already well known (as stated by Sir Charles Wood), 
“ double rupees ’’ were part of tl>e currency previous to the Act of 1835, and 
the new half-dollars will be identical, within ’6105 of a grainy with the- 
old sicca rupee. As to England, there appears no reason why anybody 
should take objection to what is proposed. The gold monometallic standard 
will remain intact, and its retention will be authoritatively aud explicitly 
affirmed. Tbe coining of dollars at tbe Mint for exportation will he imma¬ 
terial, and even unknown, to tbe British public. Their issue as subsidiary- 
coin can do no harm, lor its regulation by Government will prevent excessive 
supply and they will not issue at all exoept as people like to take them. It 
may be added that the party favourable to bimetallism has largely increased 
during the last two years, and lias received some notable accessions. 

22. The manner in which the measures are likely to bo received by the 
Home Government must also be considered. On this point, speaking with all 
due reserve, I should suppose the India Office to be generally favourable, the 
Treasury perhaps less so. But Lord Hartington, speaking ou the 9th March, 
last on behalf of Her Majesty’s Government to a deputation from the Liver¬ 
pool Chamber of Commerce, is stated in a report of the interview just issued 
by that Chamber, and put up herewith, to have spoken ns follows :— 

«* England was exceedingly anxious in tbe in<erest9 of India that something should be 
done. He was very glad to see gentlemen who had thought out and fully understood tho- 


matter, because, as the deputation was aware, there were many eminent financiers who did 
not hold the same views, and the greater number of competent persons who supported, such 
opinions as those expressed in Mr. Chapmau’s Memorandum, the greater confidence the 
Government of India would have in endeavouring to carry out the recommendations ooii" 
twined in that Memorandum.” 

This reply was considered by the deputation to be very satisfactory. 

28. In conclusion, complete action at the earliest possible date seems very 
desirable; for, whatever is to bo done can probably be considered most 
thoroughly and quickly if pat forward complete, and now, while the whole 
question is prominent in England, The effect on silver, too, will probably bo 
greater in proportion as the measures adopted by the Conference, or in connec¬ 
tion with it, are more complete, and uncertainty iu the future is eliminated. 
There are, however, two degrees of urgency in the matter. As the Conference 
meets on the 19th instant, and the question of England's action is still 
undecided (possibly pending our reply), it is necessary to inform the Secretary 
of State almost immediately whether the Government of India desires to be 
represented at the Conference, and if so, on what general basis. But the 
definite measures which this Government proposes for adoption would probably 
be in time if telegraphed a little later, after fuller consideration than is at 
once possible. 

24. For the present purpose it would suffice to telegraph to the follow¬ 
ing effect:— 

Your Financial De9pntch No. 9-1 of 10 March. Wc consider that India should be 
represented at Conference on the basis that we will engage to coin silver in unlimited quan¬ 
tities at’our mints, to continue the use of silver as legal tender for debts of any amount for 
the period the proposed convention remains in force, and to promote the re-appreciation of 
silver by any further currency measures which wo may find suitable to the circumstances 
of Indio; but that we reserve the right of also coining gold freely, and making gold also 
legal tender, whenever hereafter Government thinks fit. Telegram regarding further 
measures, and despatch, will follow as soon as possible.” 

I may explain that the object of the allusion to further measures is, 
while nob actually pledging us to anything, to give confidence to the Con¬ 
ference and our delegates that we are, at the worst, friendly neutrals, and 
not possible adversaries. 

25. By the above course the immediate occasion will, apparently, be met, 
while sufficient time will be reserved for considering whether the measures 
suggested, or others in furtherance of the same general object, should be 
adopted. 
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Minute by Sib Evelyn Baring, dated 19th April 1881, 

The telegraphic answer which was sent to the Secretary of State on the 
13th instant did not deal fully with the important question upon which our 
opinion has been asked, I now submit to His Excellency the Viceroy and my 
Honourable Colleagues my view's on this question at greater length than in 
my former brief note of the 11th instant. 

2. Bimetallism is not to be classed amongst such proposals in respect to 
currency as have from time to time occupied public attention, and as to which 
the whole weight of competent authority has generally been opposed to the views 
advocated by a few reformers. It meets with the approval of many able men 
who speak with the weight of unquestionable authority. To quote only a single 
name amongst continental authorities, I may mention M. Laveleye, the 
eminent Belgian economist, who is a strong supporter of bimetallism. Even 
in England, although monometallic views prevail generally, the bimetallic 
cause has certainly gained ground. Thus in 1879 the Li verpool Chamber of 
Commerce formally declared its opinion in favour or bimetallism ; and Mr. 
Hucks Gibbs, who, as a member of the Paris Conference in 1878, expressed 
himself iu a sense adverse to bimetallism, has now publicly declared that he 
has changed his opinion. 

3. More than this, I think the bimetallists may fairly urge that in many 
cases, at all events, the issue which they raise baa not been met by their 
opponents. Mr. Giifen (Essays in Finance, p. 307) says that the objection 
on the ground of impracticability has up to the present time appeared “so 
strong/* that “ for no other reason Mr. Bagehot and other monometal1ist3 
have steadily declined to discuss bimetallism/’ The English Commissioners at 
the Paris Conference in 1878, whose names give very great weight to any 
opinions they may have expressed, do not discuss the question on its own 
merits, We considered/"’ they say, “ that the impossibilities of establishing 
a'birnetallic system by common agreement for all the world were so obvious, 
that it was scarcely worth while to argue the matter/* A “ universal 
double standard*’ they characterised as ,f a Utopian impossibility,’* and 
the “ establishment of a fixed ratio of gold and silver ’* as “ utterly impractic¬ 
able.” There can be no doubt that in 1878 the scheme was impracticable. 
The proceedings of the Conference show that unanimity was impossible. But 
it does not necessarily follow that the divergence of opinion, which was a 
conclusive objection to bimetallism in 1878, should always continue to exist. 

4. Mr. Bagehot, again, in his work On the Depreciation of Silver 
devotes one short chapter (XVII) to “universal bimetallism/* He had 
before considered the scheme “so entirely beyond the boundaries of practical 
linanee, that he had not thought it worth discussing/* He then proceeds to 
discuss it very briefly, his arguments being mainly directed to show that the 
English people, “with their usual untheoretical common sense/* would not, 
as a matter of fact, join the Bimetallic Union; and he concludes by saying 
that “ the plan is only a theory on paper, and will never be in practice 
tried/* That England will not now join the Bimetallic Union on her own 
behalf is certain ; but it is open to question whether the refusal of England is 
absolutely fatal to the success of the Union. It is certain that France and 
the United States are prepared to adopt bimetallism, and there is reason to 
suppose that other Governments may be williug to join the Union. It is, 
therefore, not impossible that,although “universal bimetallism” will uot be 
tried, a great step may be made towards universality. 
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5. The mass of English opinion on this subject is probably represented 
in a short pamphlet of four pages published by Mr. Thomson Han key m 
reply to Mr. Cazalet and Mr. Gibbs. “ I thought, and hoped/' Mr. Hankey 
says'. “ that nearly all the political economists and statesmen in this country 
had agreed in the opinion that a single gold standard should he, as it has 
been for nearly all this century, the sole standard of value in t us eountry 

(England).^ ^ ^ deal with any 0 f the arguments advanced by Mr. 
Gibbs or Mr. Cazalet, but he says that he “believes that Lord Liverpool was 
right- in the very decided opinion he expressed on this subject in 180o; and 
he hopes that the question will not further be pressed for consideration in 
this country." These considerations are possibly sufficient to deal with 
the question from the purely English poiut of view j but I do not think that 
the Government of India should be altogether satisfied by an argument so 
inconclusive as an appeal to authority, more especially if it be remembered 
that the conditions under which the problem presents itself are m many 
respects different to those which prevailed in the days of many ot the 
authorities who are quoted—for instance, Locke and Lord Liverpool. 

0 It is perfectly natural that each community should look upon this 
question mainly from the point of view of its own interests, and with 
reference to the peculiar circumstances in which it is tor the tune being 
placed. The depreciation of silver lias, no doubt, caused some derangement 
to English trade, but the inconvenience is not so acutely felt as to constitute 
an evil of the first magnitude. It is only seriously felt by one class of 
persons, namely, those interested in the Eastern trade. Were this not. 4 ic 
case we might be sure that English public opinion would not remain so 
quiescent on the subject as it has done up to the present time. We Know that 
iu 1887, and again in 1847, when the inconvenience of a single gold standard 
happened for the moment to be folt, considerable pressure was exerted on the 
Governments of the day to admit silver into circulation—a, pressure which 
was resisted, and, I do not doubt, wisely resisted. As it is, however, the 
English people see other nations, which do not possess a single gold standard, 
in some difficulties, whilst they are comparatively secure. It is, therefore, no 
matter of surprise that they should deprecate any change in their own system 
of currency. 1 am very far from saying that they are wrong. India, however, 
is in a very different position to England, lo her the question oi the tdative 
value of gold aud silver is of vital importance. We Cannot say that our 
position is free from inconvenience, and that on t-hat account we.uepiecate any 
change. We may say, indeed, that we most beware lest the inconveniences 
from which we suffer hurry us into the adoption of an economic fallacy, which 
may be productive of still greater evils ; but our actual condition is such as 
to render it imperative on ns to consider any possible remedy for existing evils 
with closer interest and attention than would probably be bestowed upon the 

.subject in to examine the question from the Indian point of 

view. ‘ I shall be obliged to touch upon the principles of bimetallism to some 
extent: but inasmuch as the subject has endless ramifications I shall endea¬ 
vour, so fur as possible, to confine myself to the considerat.on of the question 
in so far as it affects India ; and the proposals with which I shall conclude 

are only such as apply to the special case of India. . 

8 . Before proceeding to discuss the immediate point at issue, however, 
I should wish to say something as to the spirit in which, as it appears to me, 
we ought to approach this subject. What are the true interests of India and 
of the Indian Treasury in this matter? It is sometimes assumed t-ha what we 
all want in India is to appreciate the rupee, at all events, to such an extent at 


will bring it to its old par value of Is, I do not think that this is an 

accurate way of stating the case. It is true that all peisoiib who lecevve 
fixed incomes in rupees, such as Government officials and the holders of rupee 
securities are interested in the appreciation of the rupee. Supposing such 
persons fo spend all their incomes in India, the degree to which they are 
interested depends upon the extent to which the depreciation of the rupee 1ms 
brought with it a loss of purchasing power. This, of itself, is a very difficult 
question, which 1 have not as yet seen thoroughly examined. That those who 
receive & fixed income in rupees, aud who li&ve to turn then iupees into steil- 
ing, should wish for a high rupee, is obvious. The interests of the mass of 
the people of India may perhaps be, to some extent, the other way. All pro¬ 
ducers of jute, cotton, etc., would, supposing the rupee to have lost its pur¬ 
chasing power, receive more rupees than heretofore lor their produce, 1 ids 
advantage would he to some extent neutralised by then paying bigliei foi 
such articles as they consume j but one considerable item of their ex¬ 
penditure— viz., the sum which, in the form of rent or land revenue, they pay 
for the right to cultivate the soil—is iu some eases fixed in perpetuity, and m 
others only capable of increase under certain conditions arid at certain inter¬ 
vals of time. So long, therefore, as the rupee is not depreciated to such an 
extent as to necessitate the imposition of fresh taxes, landowners and culti¬ 
vators will probably in different degrees gain by the depreciation, But this 
advantage would disappear to a great extent if any readjustment of taxation 
took place, even though fcbe fresh taxation might not take the form of a direct 
enhancement of the land revenue. 

9. The degree to which the Indian Treasury i9 affected by the value or 
the rupee expressed in sterling raises a very complex question, which I will 

„ , 1 , , .. not now attempt to discuss exhaustively. In 

Loss bp Exchange has been esti- - «■ ■ 

mated at £3,475.000, on the assump¬ 
tion that £17,200,000 will be remitted 
home at L?. 8 d. the rupee. There 
appears on the revenue side of the 
Account a Gain by Exchange of 
£412,000. Thus the net Loss by 
Exchange is estimated at £3,063,000. 

I need hardly point out that those 
are adjusting entries, and the 
difference between them does not 
furnish the true measure of the loss 
to India from the recent ohange in 
the relative values of gold and silver. 

In order to arrive approximately at 
the real loss by exchange, we must 
assume a normal relative value 
between gold and silver. When that 
relative value was as 1 to 15gy the 
165 grains of pure silver contained 
in a rupee wero worth Is. 10f-rA The 
not sterling expenditure at the Home 
Treasury of the Government of India 
may now be taken at £14,750,000 
(true sterling). £14,750,000at Is. 8i?. 
the rupee equals R17,70,00,000. At 
Is. lOffll. the rupee, £14,750,000 
equals «15,64,64.000. The difference 
is R2,06,36,000. On this basis, 
therefore, the leal loss to the Indian 
Treasury in 1881-88 resulting from 
the disturbance of the equilibrium 
previously existing between fcdd and 
silver may be estimated at £2,053,600. 


the paragraph of the last Financial Statement 
which I quote in the margin, I pointed out 
that, on the assumption that the normal 
relative value of gold to silver was as 1 to 15 §, 
the real Loss by Exchange to the Indian 
Treasury in 1881-82 might be approximately 
estimated, not at £3,063,000, which is the 
net sum that appears under this head in tire 
estimates, but at £2,053,600. I said advised¬ 
ly that this estimate was u approximate/’ 
for, in fact, it is not based on a consideration 
of all the elements necessary to the true 
elucidation of the question. In order to 
arrive at the real loss to the Indian Treasury, 
we should have to consider to what extent 
the high prices recently obtained f>r opium 
are due to the depreciation of the rupee ; to 
what extent the higher prices wc are now 
paying for opium in Behai* are due to the 
same cause, and some other points of a 
similar nature. We should also, if we wish 
1o examine the probable loss in the future, 
have to .consider to what extent some branches 
of our revenue—for instance, our railway 
tariff—might be revised without any really 
increased demand from the tax-payers. This 
would be a very difficult calculation to make. 
Indeed, it would he well nigh impossible 


to obtain all tho elements required for making 1 it. I think, however, that we 
may say that, were a calculation made on a consideration of all the elements 
which bear on the question, it would be shown that the loss which the Indian 
Treasury must necessarily incur by reason of the present depreciation of the 
rupee is considerably less than the sum of S2,05,36,000, mentioned in the 
Financial Statement, There would, however, probably always be some loss, 
because the Land Revenue, from which we receive annually about £22,000,000, 
is either fixed in perpetuity, or only capable of increase at long 1 intervals • and 
although it has been held that landowners may properly be called upon to pay 
local cesses and income-tax iu addition to their ordinary land revenue, there 
are considerable political objections to pushing too far the argument that they 
are generally liable to any direct taxes which may be imposed on them. 

SO, The actual loss, however, although a matter of greet importance, is 
not, in my opinion, the point to which the greatest importance should be 
attached. The real evil to which we are now exposed is, that we never know 
what our loss or gain may be. I have, on former occasions, frequently dwelt 
upon the -fact that, however prosperous the present condition of Indian finance 
may bo shown to be by reference to the actual receipts and expenditure * for 
the last two or three years, we are exposed to very peculiar dangers in the 
future from a variety of causeB, such as the precariousness of the opium revenue 
and the growing pressure of the population on the soil. On the other hand, 
our expenditure is perhaps more uncertain than that of most countries. Dis¬ 
turbing causes, such as war and famine, which are met by lavish outlay, are 
constantly succeeding each other. With all these elements of doubt, the one 
thing needful for an Indian financier is to be able to know on what be can 
really rely. It is difficult to initiate with confidence any policy of fiscal reform 
if, at any moment, our estimates are liable to be upset by sudden and gratui¬ 
tous drain on our resources, arising from circumstances wholly beyond our 
control. What we desire is fixity, and an assurance that when we have figures 
before us, we know what they really mean. Further, it is to be observed 
that the fluctuations in exchange exercise a deterrent influence upon that flow 
of capital from England to India which it would be so beneficial to establish, 
A man naturally hesitates to invest his money in a country iu which he may 
suddenly find the income on which he had depended reduced in very considerable 
proportions owing to a change in the relative values of the precious metals. 
I should, therefore, much prefer a high to a low rupee. But what we most of 
all require, and what the commerce of India requires, is not so much a high 
rupee as a stable rupee. Any legitimate means to secure this object should, 
therefore, meet with our approval. 

11. At the same time, I fully recognise that a false step, which it would 
be very difficult to retrace, might lead to evils even greater than those from 
which we aro now suffering; that the whole burden of proof rests on the bime¬ 
tallists ; and that the principles which they advocate, being opposed to those 
held on sueb matters by almost all leading economists and statesmen up to tho 
present time, should undergo the most severe criticism before they are accepted. 
Whilst, therefore, I think it would be iu the highest degree unwise to refuse 
a fair and impartial hearing to tbe bimetallists, I also think that our attitude 
should be essentially conservative and cautious. There is some force in 
Mr. Giffen's remark (Essays in Finance, p. 2u6) that C( tire mere fact that it 
(bimetallism) would be a colossal experiment is an argument against it, so 
long as we are not compelled to adopt heroic renr lies." 1 would, at present, 
therefore, go no further than is absolutely necessary to aid in seen ring the 
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main objects wc have in'view—namely, the rehabilitation'of silver, and the in¬ 
surance of stability to the rupee. It will be seen, therefore, that the point of 
view from which I approach the subject is not altogether the same as that 
of Mr. Hope, who in the latter part of his note (paragraphs 13 -a 6) advocates 
certain measures which, as he states, are (paragraph 30; ‘tantamount to 
bimetallism for India,” and “ more besides.'' Notably Mr. Hope dwells upon 
the fact that the circulation of gold as legal-tender currency in India is m 
itself a thing to be desired. I do not propose to discuss this pom.,. 1 would, 
for the present at all events, go no further than absolute necessity demands. 

I only advocate such measures as, with the least: possible disturbance of exist- 
insr arrangements, will suffice to meet our main objects, which I repeat, are 
the rehabilitation of silver, and the insurance of stability to the rupee. 

13, One further preliminary point—and it, is one of great importance— 

requires to be mentioned. Before we can advantageously discuss the nature 
of. the remedy which should be applied to existing evils, we should have some 
accurate ideas as to the causes which operated to bring about those evils, 
are thus stated in a Memorandum of Mr. Chapman s, dated 2nd June 166V — 

“ There is not. now, it is believed, any doubt (1) that the long-standing equilibrium 
between gold and silver continued, till 1878, generally, because, whilst it P»va^d, noM«m* 
aidfiriible change took place, throughout the world, in the several national standards of value, 
and, especially^ because the French monetary law of 1803 provided for the constant option^ 
interchange of the two metals at a fixed ratio ; (3) that the disturbance ot that equibbimUi 
since 1873 is the consequence of the substitution of gold for silver as the standard measure 
of value in Germany, followed by the closure of the mints of the Latin ftowntom to the 
lose valuable metal, and the withdrawal of the optional interchange of the two metals here 
tofore allowed within the jurisdiction of that Convention. 

Again (paragraph 30) Mr. Chapman says : - 

“ The international bimetallic standard measure of value, a^ually to a great extent, 
prevailed throughout the whole world, as long as the French monetary law of 1803 was in 
onoratieu. This truth may not, even yet, be generally recognised ; but it is indisputable 
{ L 80 p m <. a8 cold and silver were freely interchangeable in France, at a fixed ratio, that 
ra* io necessarily governed the relations of the two metals, and therefore «ue value of eaoh 
throughout th/w*orld. Tlie sole gold standard of England and the sole silver standard of 

India”vvore, alike, wholly subject to the influence of the French law, and not, as has been 
supposed independent of it; the values of England's gold and India s silver wore absolutely 
controlled by the French law. Doubtless that law could only operate freely and. taUj while 
France possessed sufficient stores of both metals. Before the gold discoveries ot 1848 an 1 
1851 the French monetary law had assisted to maintain the value of silver measured in „o.iI 
Siid . .m.11 5 ™' and, had the 

Australia bean repeated, oouversely, as her silvor stores were exhausted, the 1 rench monetary 
law would have, in like manner, assisted to maintain the value of gold measured in ■•■le. 
Put this only shows that the demand for metallic, that is, intrinsic money, in France alone, 
oT 0ft t as it i is not sufficient to maintain sue!, a law permanently, under all cHOUUis-ances ; 
f n( i mus t not he allowed to obscure the fact that the Frenoh bimetallic law alone did confine 
fluctuations in the relative values of gold and silver throughout the civilised world, for three- 
quarters of a,.century, within narrow limits.” 

13. No doubt other causes, besides those to which Mr, Chapman alludes, 
have contributed to the depreciation of silver. Those causes wnsteted at 
length in the Report of the House of Commons Committee ot 187 b. More¬ 
over I conceive that Mr. Giffeu is right when he argues ^Essays w f inance, 
p. 395 ) that , when gold was expelled from France m 3 MS by mason of the 
fall in the value of silver, French bimetallism could not have arrested a iurtuer 
fall. This argument, however, only proves that, one nation alone is not power¬ 
ful enough to”uphold bimetallism. I agree, however, with Mr. Chapman, m 


* See also, in confirmation of this *§& °? a ! 1 tb « ea 1 n0es f bioh hav ? 

view, report of the Committee of the le “ 60 the depreciation of silver, those which 
House of Commons, p. v., and Bago- he mentions are the most important,* and 
hot On the Depredation of Silver, that the French monetary law of 1803, so 
p long 1 as it remained in force, was the chief 

factor iu regulating the price of silver all over the world. Further, I conceive 
it to be true that the full measure of the importance to be attached to the 
action of the French is only now being* gradually recognised, although I may 

t Bimetallism in England and mentit T tbab M * C TT<1" IT®! P? 
Abroad, pp. 1.9-23. reasons tor supposing that Sir Robert Peel, 

who was one of our greatest currency 
authorities, was aware of this fact. The importance of the latter considera¬ 
tion lies in the fact that the non-recognition of the full importance to be 
attached to French bimetallism, as if existed from 1803 to 1878, rather invali¬ 
dates the authority of the older writers on this subject, aod enhances that of 
writers of a more recent, date, who treat the subject with a more thorough 
knowledge of the whole of the phenomena connected with it. 

14,. I dwell on Mr. Chapman’s arguments because, if it be once admitted 
that the stability which lasted for seventy years, and the instability which has 
lasted for nine years, are alike due, not so much to the operation of economic 
laws, as to the action of France and Germany— i.e., to purely preventable 
causes,--"-a strong presumption is raised that, theoretically at all events, those 
violent fluctuations in the values of the precious metals, from which we have 
been so recently suffering, may, to a great extent, be prevented by legislation 
and international arrangement. I say that this is a strong presumption. It 
is not, of course, a certainty. In the first plaee, other causes besides those 
dependent on the action of France and Germany have, as I have already 
mentioned, certainly contributed to the depreciation of silver. In the second 
plaoe, geological and engineering skill may, iu the future, enable the precious 
metals both to be discovered in greater quantities, and to be produced at less 
cost, than in the past; whilst, at the same time, increased facilities for loco¬ 
motion and communication, the extension of the clearing' house system, and 
other analogous measures may enable the trade of the world to be carried on 
with a smaller amount of metallic money than at present. Thus it is con¬ 
ceivable that the whole problem will present itself under different conditions 
in the future to those which have prevailed in the past or which prevail iu the 
present. 

15. I will now state very briefly what the present currency system of 
India is, and what it would be were India to join the Bimetallic Uniou, 

16. At present India is monometallic. We have an unlimited silver 
currency. Silver in. unlimited quantities may be presented it the Indian 
mints, and the Government is obliged by law to coin that silver into rupees, 
each containing 165 grains of pure silver to 15 grains of alloy. When the 
relative value of gold and silver was as 1 to I5£, the value of a rupee, expressed 
in sterling, was, as nearly as possible, lv. lOfdl, It is now about is. 84, Gold 
bulliou, when presented, is also coined at the Indian mints into tnohurs j but 
these are not legal tender. 

17. If India joined the Bimetallic Union, both gold and silver would be 
'received in unlimited quantities at the Indian mints, and both gold and silver 

would be legal tender to an unlimited amount in the discharge of debts. They 
would both possess xvbat the French call the force Uberaioire , We should 
have to issue a gold coin at our mints, which we might oall by any name we 
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pleased^ and which might be of any value we pleased, but which must always 
beai' to our silver standard coin the ratio adopted by the other members of tbs 
Bimetallic Union, this ratio would very probably be 1 to 15$, bat need not 
necessarily be so. Some other consequences would result from joining the 
Bimetallic Union, but T confine my observations to the main issue, which is 
that which 1 have stated above. _ . 

1S. The fundamental principle of bimetallism is thus stated by 

M, Cerauschi, one of the most able and persistent advocates of the system :— 

“ Si lea gmndes nations se mettent concordamment a f rapper monnaje d’argent. pesaiit 
15i fois Jeur moiinaie d’or la valour relative dea deux metanx sur le marche general de purra 
* M, Michel Chevalier, «t la OiinOtaMame. pi ns varier; un poids d’or vaudra partou.t 16$ poias 
1 876, d’argent. Tout lo bimetallisms ost la- * 

Money, M. Cernuschi argues, is not to be confounded with mer¬ 
chandise— 

« jo S peak of merchandise is to speak of competition, supply and demand, purchase and 
sale price. To speak of money is nothing of the kind. Whether he produces little or 
much at. a profit or a loss, no miner oan sell his metal-money either dearer or cheaper than 
other miners, for the simple reason that the metal-money is not sold or bought—it is 
itself its price. Neither offered nor demanded, as soon as it issues from the mines the metal 
enters of full right into circulation, and its paying power will be identical with that of the 
Hid till already oirbiriftting-^-'with wliidb ifc proceeds to naix itself* Thus there is no oompeti- 
tion, no buying or selling, no price. Such are the immunities inherent in the monetary 
■metal. Hold and silver, alike, necessarily enjoy them when the monetary law is bimetallic. 
Therefore, no competition is possible between the producer of gold and tbo producer of silver, 
no purchase and sale, no discount, no price between one metal and the other. Without their 
being offered, without their being demanded, the circulation absorbs them both at the legal 
par, and cannot refuse them. When the monetary law is bimetallic, neither gold nor 

silver, coined or uncoined, is merchandise. 2hat is 
the secret ,”t 


t Sliver Vindicated, 1870. 


The same principle is stated by Mr. Bucks Gibbs more briefly in the 
following- words: — 

»* rpke metal of which the money is composed is indeed a ooinmodity, but when made 

into money it ceases to bear that character. 3Toney 
t Silver and Gold, p. 16. ^ a commodity but a measure of commodities!’ % 

19. In the books and papers I put up with this note the soundness ot 
otherwise of the principles above enunciated are discussed at great length. 
Most of the writings are on the side of the bimetallists. The monometallists, 
as I have already mentioned, have so far, for the most part, treated the 
scheme as impracticable, and many of the most eminent amongst them 
have declined to discuss fully a question which they consider oi purely theo¬ 
retical interest. I cannot hope within the limits of the present note to 
deal with all the arguments and counterarguments that have been used. 
1 offer however, a few observations on some of the main points, 

20 . The main argument adduced against the bimetallists is, that go a 
mid silver do not differ essentially from other commodities, and that it 
is, therefore, impossible to establish and main tain any fixed ratio between 
them. Thus, Mr. Pietonsays:— 

« pi 10 -price of silver bullion in the market is little ever 4y. per ounce. If. therefore, we 
l ave the Sao of paying in either metal, it is quite clear that silver would very soon 

drive out gold altogether. Why should a noan 
§ On the Depreciation of Silver, nnd tbo pay £100 in gold i£ £80 worth of silver win 
remedies proposed to obviate it, p. A3. answer all bis purpose ? ”§ 




The same argument is repeated in different forms in many of the mono¬ 
metallic writings. The answer of the bimetallists, so long as the essential 
conditions of the problem remain as at present, appears to be so far conclusive, 
that, if all the civilised Governments of the world became bimetallic on the 
1 to 15| basis, the price of silver would certainly rise to about 5,?, an ounce. 
Silver at 4,t. an ounce would not be procurable in the market. To argue 
otherwise appears to me to involve the fallacy that the value of inetullic 
* M m 1 , T , , money depends on cost of production ; wheie- 

Mi **»«*«* ag } in the words of Professor Walker.* "the 
value of metallic money is not governed by 
the cost of production, iu the present or in the past, but results solely from 
the relation existing between demand and supply, the past cost of production 
being only relevant as having influenced the present supply, the present coat 
of production being only relevant as likely to influence the future supply 
Further, the bimetallists are unquestionably right, as a matter of fact, when 
they maintain that, at present, there is a practical monopoly of demand for 
the precious metals for currency purposes. On this point Mr. Cazalet's 
argument seems unanswerable 

“ Unquestionably,” ha says, “ if the bulk of the trade in gold and silver were iu the 
bands of manufacturers, it would be very difficult, if not impossible, for the Governments 
of Europe combined to regulate the price of these metuls. But is this so ? The total con¬ 
sumption of gold and silver for manufacturing and all other purposes exclusive of currency 
is estimated at 5 per cent, of the total annual production. It certainly does not exoeed 10 
par cent., and the whole of the remainder, from 90 to 95 per cent., is purchased by the different 
Governments of the world for currency purposes. Consequently it is the currency which 
supplies, with a comparatively trifling exception, the only market for the precious metals; and . 

, , ,, as long as an uoljmi ted demand can be retained lor both 

Cotcmwoe! P 27. “ c6nnootion " itk articles, the Governments of Europe have it in their 

power to fix and maintain their relative value.” t 

Mr. Fawcett also remarks {Manual of Political Hconomy, p. 498) 

“ The amount of silver annually required for arts and manufactures is, comparatively 
speaking, so small, and fluctuates so'little from year to year, that it exercises little influence 
on the value of silver.” 

21 . It is, of course, theoretically conceivable that the stocks of either, 
gold or silver or of both metals may be exhausted, or, on the other hand, 
that they may be so largely increased as to render one or other or both metuls 
as common as iron or coal. In the former case some other metals would of 
necessity have to be used for currency. In the latter, the metal, whose supply 
was increased, would be demanded more largely for manufacturing • purposes, 
and the practical monopoly of demand for curreuey purposes would oease; 
that is to say, the metal would be no longer precious, and would be unsuitable 
for currency purposes. All that can be said of these contingencies is, that, 
they are very improbable ; that their improbability is the main reason why 
gold and silver are held to he better adapted for currency purposes than other 
metals ; that if any one of them occurred, it would cause great inconvenience 
to some nations j and some inconvenience to all nations, under any system, 
whether monometallic or bimetallic; that there is no present indication of 
the stock of either metal becoming exhausted ; and that, although fluctua¬ 
tions must of course occur in the relative amount produced of each metal, it 
is improbable that either one or other or both will be produced in such large 
quantities as to break down the present practical monopoly for currency- 
purposes, for that competition will always step in and, by raising the cost 
of production, limit the amount which it will be worth while to produce. 


22. 1 do not, therefore, see any economic fallacy in the theory of Univer¬ 
sal bimetallism it it 

* The total metal lie circulation of the world i8 said to be about be stated thus-—that 

1,400 millions sterling, of which about 750 millions are gold and so long as HO very 

650 millions are silver. Mr. Cazalet says (page22of his pamphlet) great change takes 

that, taken togother, the aggregate production of gold and silver i ft - f u acr o>re- 
amounts to 40 millions sterling. “This,'' he says, “docs not P late 
exceed 3 percent* of the total circulation of each metal. Of this ana 

yearly production, nearly one-third is required to make good the 
wear and tear of the metals, one-third is wanted for increased 
population and the development of trade, and only one-third re¬ 
mains to supply the demands of manufacturers. It would require 
a vary largo increase in the production of these metals to exercise 
auy appreciable influence on the value of the total ouri’enoy of the 
world. But if this is unquestionably true with regard to both 
metals taken conjointly, it is not equally' true with regard to each 
inotal taken separately'. The annual production of gold has fallen 
within the last thirty years from £36,000,000 to about £20,000,000, 
whilst the production of silver has increased from 10 millions 
sterling to 20 millions sterling per annum in the some period. 

That is to say, the production of gold has decreased by 44 per 
cent., and the production of silver has increased by 100 per cent. 

The variations in the production of both metals taken conjointly 
have never exceeded 15 per cent.— viz., the difference between 
£46,000,000, and £40,000,000. Consequently, if, as is universally 
smknovvledged, the desire of all economists be to provide as far as 
possible against rapid fluctuations in the volume of a currency, 
the fact that the two metals circulating together on an equal foot¬ 
ing afford a much surer guarantee against such fluctuations than 
either of these metalo taken separately would give, is a very 
strong argument in favour of bimetallism." 


23, I gather that Mr. GifOen admits as much as this* 


quantities in which 
up to the present 
time gold and silver 
have been produced, 
it would be possible 
by common agree¬ 
ment amongab ail 
the nations of the 
world to preserve a 
fixed ratio between 
gold and silver; 
further, that it is 
probable that no 
such great varia¬ 
tions will take place 
in the available 
stocks of either of 
the precious metals 
as to render the pre¬ 
servation of the 
fixed ratio impos¬ 
sible.* 

Of course/* he 




says— 

<f if all countries were bimetallic-supposing that to be a possible arrangement—exchanges 
would he steadier just as they would be if all were monometallic upon the same basis* So 
much may be granted on this head to the bimetallist argument.” 

And again—* 

“ Yet another advantage is alleged for bimetallism, viz., that the standard of value set up 
by it will probably be more stable from period to period than a standard of one metal only. 
And on the doctrine of chances it would seem there in, perhaps* some foundation for this 
statement. There is some probability that the chances of one metal fluctuating in value in 
reference to itself from period to period will be partly compensated in a double standard 
system by the chances of the two metals not fluctuating in the same direction. But in this 
matter, it seems to me, the doctrine of chances is not a sufficient guide for action. The 
preponderant probability, on one side or the other, is not very great—it appears something 
like two to one in favour of bimetallism ; whereas, for a guide to action, the probability 
should be so great as to amount almost to certainty. The assumption on which the doctrine 
of chances is appealed to is, moreover, not quite warranted. In veal life, it may be assumed, 
nations will not bo constant in their monetary arrange in eats. In the future, as in the past, 
ehauges of price, political aspirations, the love of imitation, and hundreds of other mot ives, 
will induce one nation to change gold for silver, or silver for gold, or to give up bimetallism 
for ono or the other metal. The result may well be that, after a long lapse of years, the 
change of one metal in value in reference to itself will be no greater than the change in the 
combination of the two. In any case the diflere races overlong periods in the relative 

stability of monometallic and bimetallic 
t Essays In Finance, p. 300. standards of value hardly seem an object 

worth any great concern to a State.”t 


24. Mr. Giffen appears to me to underrate the probability ot a fixed ratio 
between gold and silver being maintained through the agency ol: universal 
bimetallism; and for the rest,, although I arn inclined to adopt a conservative 
attitude on this question, 1 am not inclined to push conservatism so far as 
Mr. Giffen, His argument, in fact, practically amounts to this—that under 
no conceivable circumstances should even universal bimetallism ever no tried. 

I fully go with Mr. Giffen in his subsequent, remark, that constant alterations 
of the money in use by a State are to be strongly deprecated, and that M. 
WolowskiV. contention that such alterations are o£ slight consequence is falla¬ 
cious. It is also, no doubt, true that, even were a general international agree¬ 
ment made, there could be no positive assurance that, some one atate belong¬ 
ing to the Union would not break through its engagements and secede. 
Whether the world is all monometallic, or all bimetallic, or partly one and 
partly the other, we must always be exposed to possible changes in monetary 
arrangements, arising frotn political aspirations, the love of imitation, and the 
other motives to which Mr. Griffon alludes; but the question is, are we not 
more exposed to these changes so long as no general agreement exists, than 
we should be if ouch a general agreement could be brought about? At this 
moment we, in India, are suffering from changes made in their monetary ar¬ 
rangements by Germany in the first instance, and by If ranee in the second, I 
conceive that there can be no doubt that we should be less exposed to fortuitous 
changes of: this nature, were a general international arrangement made ia 
respect to the currency systems of the civilised world, than vve are at 
present in default of any such arrangement. II any such arrangement is 
ever made, it will probably be on a. bimetallic basis. A general monometallic 
arrangement on the basis of either gold or silver is quite impracticable ; whilst, 
for the present at all events, it seems almost equally impracticable to come to 
any arrangement, on the basis that some nations should bind themselves to 
adopt a single silver and others a single gold standard, fbis latter arrange¬ 
ment, moreover, would not ensure stability in the relative value of t he precious 
metals to so great ah extent as an universal bimetallism; and, as I have 
already mentioned, it is stability which India most of all requires. 

25 . I have so far only dwelt on universal bimetallism, which is admit¬ 
tedly a question of only theoretical interest, it is, however, desirable to have 
a clear idea of the theory of bimetallism before proceeding to _ discuss the 
immediate practical issues involved. We know, however, that universal bime¬ 
tallism is, for the present at all events, impossible. England, for instance, 
will not join. The admission that universality is impossible unquestionably 
weakens the case in favour of bimetallism considered from a practical point 
of view. The bimetallists, however, argue that, although particular bimetal¬ 
lism,—that is to say, the bimetallism of only one St,ate,--cannot work in 
practice, absolute universality is not necessary to attain the objects which 
they have in view. It is only necessary, they contend, to ensure agreement 
amongst a group of nations sufficiently huge to be able to absorb all the silver 
or gold which any increase of production in the case of one or other metal may 
bring' to their mints. To put the case in another way, they contend that no 
nation can absorb more than a certain quantity of the precious metals; and 
that if the monometallic countries be limited to a small minority, they will 
not be able to denude the bimetallic countries entirely of all but the more 
abundant metal, and so bring about a genera' change in r.e fixed ratio 

between the two metals which these conn- 
* Essays on Finance, p. 307. tries may liave adopted. Mr. Giffen, on the 

other hand, says* that the dissent of any ’one of the smaller States of Europe 
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fatal tp the plftti of the bimetallists. On this, as on some other points, 
Mr. Uiffen appears to me to overstate his ease. I a,m inclined to think that 
absolute universality is not essential to the success of the plan ; but it must be 
admitted that the nearer universality be approached, the more certain will be 
the attainment of tho objects which the bimetallists have, in view. Coming', 
now, to the practical, point at issue, which is whether we shall recommend to 
the Secretary of State that India shall now join a Bimetallic Union, it is 
essential to know what other States will join, and what States will remain 
isolated. All we know for certain on this subject at present is, that France 
and the United States are prepared to join the Union, and that England is 
not prepared to join on her own behalf. It is probable that the countries 
belonging to the old Latin Union, that is to say, Switzerland, Italy, Belgium 
and Greece, will join with France. It is said that Germany, Austria, and 
Holland are inclined to join. If this be true, no doubt a strong coalition would 
be formed, but on these points we have no certain knowledge; neither should 
we be justified in basing any official recommendations upon assumptions, 
however probable, Further, of the intentions of the Scandinavian Union we 
know nothing, except that in 1878 their delegates were strongly averse to 
bimetallism. The question, therefore, as it presents itself to us for the 
moment is, whether France and the United States alone would be 
sufficiently strong to carry into practice the bimetallic principle, i think 
t here can be little doubt that if these two States only were to enter into a 
Bimetallic Convention, silver would, for the time, be rehabilitated, and stabi¬ 
lity would be given to the rupee , but I should not consider the combination 
sufficiently strong to justify our recommending India to join, more especially 
as it is not essential, in order to attain the immediate objects in view, that 
India should join. In the present state of our knowledge, therefore, I do 
not think we can go further than the position indicated in our telegram to 
the Secretary of State of the 13th instant; that is to say, India should, for 
the present, only engage to coin silver in unlimited quantities, and to con¬ 
tinue the use of silver as legal tender for debts of any amount, for the period 
the proposed Convention remains in force. If the adhesion of India were 
absolutely essential to the formation of the Union, I should be inclined to 
go a step further, and to express an opinion that if the United States, the 
Latin Union, Germany, and Austria are prepared to join, tho coalition would 

be sufficiently strong to justify India also 
in joining.* But the adhesion of India is 
not absolutely essential to the formation of 
the Union, or, at all events, it does not appear 
to be so, in so far as our present knowledge 
of the subject enables us to judge. We are, 
in fact, in a very peculiar and in some re¬ 
spects advantageous position as regards 
bimetallism. We cau do all that is required 
of us to ensure the present success of the 
Union, without any change of system. I 
incline to think that theory points to the 
conclusion that no great danger would be 
incuvred in joining the Union. But, at the 
same time, we must remember that we are dealing with a subject ot very great 
difficulty; that bimetallism, as it is about to be tried, is an experiment; and 
that very high authorities ou currency consider the system unsound. Under 
these circumstances, it appears to me, as I have already mentioned, that we 


* This opinion wonld of course, 
in nny case, only cover the general 
principle. The terms on which wo 
should join would require careful 
consideration. As to the terms pro¬ 
posed we know nothing officially ; but 
an apparently accurate account of 
the proposals to be submitted to 
the Conference appeared in the 
Times of March 23rd. I may men¬ 
tion that the 4th and 5tb Articles 
appear to be open to some objection; 
but £ will not go into these points 
now. They are not such as to raise 
any inaupeifble difficulties. 




should, as far as passible, preserve our liberty of aetiop. I see no reason why 
we should not derive all the advantages possible from our peculiar position. 
It is true, that by taking up this position othgr nations may possibly try the 
experiment ; that wa should derive all the benefit from it; and that, if the 
experiment succeeds, we might eventually become bimetallic. But why should 
we not let them do so, if they, from the necessities of their positions, are 
obliged to become bimetallic, whilst we may remain monometallic? 

' 26., I might conclude here, but- there are one or two further arguments 
in connection with the general question to which it may be as well that I 
should allude. 

27. The effect of any general adoption ie bimetallic principle might 
be io increase largely the amount of mom bhe world. It need not neces* 
sarily be so, for competition would probably step in and, by increasing the 
cost of production, limit the amount produced. Assuming, however, that the 
amount of money in the world were largely increased, the result would be 
that there would be a universal and gradual rise of prices. I need not discuss 
She general question of whether abundant money is, in itself, a thing to be 
desired, or not. I confine myself to the consideration of the question in so 
far as it affects the position of the Government of India. As I have already 
observed, the adhesion of India is not essential to the success of the Union. 
All that other bimetallic nations really require from ue at present is that we 
should continue to coin silver in unlimited quantities, and to consider silver 
as unlimited legal tender. Anything we may do beyond this will be dictated, 
not from our action being necessary to the present success of the .Bimetallic 
Union,'—although, perhaps, the adhesion of India would have a certain 
moral effect and might induce others to join,—but from a belief that a legal 
gold tender for India is, in itself, a thing to be desired, It results, therefore, 
from our peculiar position that any universal rise of prices, which may take 
place by reason of the decisions of the Bimetallic Conference, is a matter 
altogether beyond ouv control. It can be caused by a combination of States 
altogether independent of India. The argument that prices might rise has, 
therefore, no very practical bearing on the case, in so far as the action to 
be taken by India is concerned. 

23. A further point which has to be considered is the altered nature of 
the relations between the State and the public creditor. Inasmuch as it is to 
bo presumed that England will adhere to her single gold standard, no change 
would be made in tihe relations between the Government of India and the 
holders of sterling stock. But in the case of tho holders of rupee securities, 
whereas we are now' under an obligation to pay them in silver only, we should, 
in the event of India joining a Bimetallic Union, be empowered to pay,them 
in either silver or gold. Inasmuch ns the immediate result would, almost 
certainly, be to raise considerably the price of our rupee securities, it is exceed¬ 
ingly improbable that any complaints would be made by the holders of those 
securities. If, however, it be considered that any compulsory alteration 
whatsoever in the relations between tho State and the public creditor is to be 
deprecated, the difficulty would not be insuperable. It would be a perfectly 
possible, although somewhat troublesome, operation, to convert the whole of 
our rupee securities into a new debt, the interest of which would be payable 
in either gold or silver. 

29. A further point which deserves consideration is the effect upon 
private contracts which would result from India joining a Bimetallic Union. 
Mr. Thomson Han key, in the pamphlet from which I have already quoted, 
alludes to the fact that “ every financial arrangement, both of a national as 


well as of a private character, has been made on the basis of a single gold 
standard in England for a long period of time,” In so far as England is 
concerned, the objection on this score to joining the Bimetallic 
Union may, no doubt, be considerable. It is one, however, which applies in 
a far leas degree to India. The principal derangement which would be caused 
to private contracts in India would be, not ao much owing to the fact that 
gold would become legal tender in India, as to the fact that the rupee would 
be enhanced in value. This enhancement, as I have already observed, will, 
should a Bimetallic Union be formed, take place, even though India were not 
a member of that Union. The matter is, for all practical purposes, beyond 
the control of the Government of India. Farther, it is to be observed that, 
in many cases at all events, contracts have been deranged by the depreciation 
of the rupee, and that its appreciation would merely have the effect of 
restoring them to their original conditions. 

80. There ia yet one further argument to which I would allude. 
* p • w ono Mr, Giffen argues* that, even if universal 

bimetallism be possible, ana if it would 
realise the advantages to which its advocates lay claim, those advantages are 
hardly worth attaining. f ‘Ts universal bimetallism,” he argues, u worth aim¬ 
ing at for the sake of mere steadiness of the exchanges? I cannot but think 
that, when really looked at, the alleged superiority of bimetallism in this 
respect, as in regard to it3 promotion of more abundant money, amounts to 
very little.” He then goes on to deal with the special case of India. He 
argues that the evils of the fluctuations in exchange have been “ enormously 
exaggerated and that <! to introduce bimetallism would be to make a per¬ 
manent alteration in a monetary system to meet a temporary evil/' 1 In his 
Holes on the Depreciation af Silver (p. 207) he points out that the real way 
for India to meet the financial difficulties caused by the depreciation of silver 
is to devise measures “ to enlarge and strengthen the sources of income.” In a 
confidential paper, entitled Statement of the Real Silver .Difficulty in India, 
and hoio it should be met , he dwells more at length upon the same subject, 

31. I venture to think that Mr. Giffen rather underrates our difficulties 
and dangers, and, moreover, that he fails to appreciate the degree of danger to 
which we are exposed. I admit that the evils resulting from the fluctuations in 
exchange may have been exaggerated, and that, should the rupee remain at 
its present value of about Is, 8 d., our financial difficulties are by no means 
insuperable, nor such as to call necessarily for any heroic remedies. But 
Mr. Giffen appears to me to forget that what ha3 happened once may happen 
again. For some years the finances of India have been deranged, owing, 
mainly, to the action of Germany, and the consequent suspension in France of 
the monetary law of 1803. *How can we be sure that this will not happen again ? 
Exchange may, indeed, settle down at X*. i,id. Qui whole financial arrange¬ 
ments may be adjusted on this basis, and stability to the silver market may 
possibly for a few years be insured; for I cannot conceive it possible that at 

present any other nation would be induced 
to demonetise its silver.f But how can we 
be assured that a few years hence a further 
demonetisation may not take place, with the 
result that the rupee may be driven down to 
Is.fd., or lower ? We should then be again 
obliged to re-adjust our whole financial system. 
The result would be that we should probably either have to push economies in 


years 

f Professor Walker says, speaking 
of the German demonetisation, that 
**the hisfory of the century will be 
searched in vain for a political 
blunder of equal enormity."—* 
{Money, Trade, and Industry, p, 
191.) 


the Civil Administration so far as to cripple the progress of the country; or 
that we should have to reduce our Military Establishments to a dangerous 
extent .; or that we should have to look out for new sources of revenue. The 
difficulty and even political danger of this latter step appears to me to bo 
underrated by Mr. Gif fen. Mr. Giffen, in fact, seems to lose sight of the 
common place argument on this subject, which lias always been enforced by 
every economist, that fluctuations in the value of gold and silver are a great 
evil, and that because it was deemed that those fluctuations were improbable, 
those metals have been chosen for the currency purposes of the world. Thus, 
* Manual of Political Economy, to quote only a single instance, Mr. Fawcett 
p. 354. says*—“ It is evident that a substance should 

be selected as money which is subject to the smallest possible fluctuations in 
value : upon this quality mainly depends the efficiency with which money can 
fulfil the functions which are required from it as a standard of value/' It 
cannot be said that during the last few years silver has met the requirements 
for currency purposes on which Mr. Fawcett in common with others, lays so 
mucdi stress. The fluctuations have been very great. W hether bimetallism is 
the best method of preventing those fluctuations, and whether; even if it be 
the best in theory, it is possible in practice, is a question on which, without 
doubt, much difference of opinion may exist; but looking to the financial 
history of India for the last few years, I cannot agree with Mr. Giffen that 
the advantages of obviating those fluctuations are not very great. On the 
contrary, it appears to me, from the Indian point of view, that they are so 
great as to make it imperative on us to consider carefully every legitimate 
method for preventing them. 

82, Such are the observations which I have to submit to His Excellency 
the Viceroy and my Honourable Colleagues on this very difficult and import¬ 
ant question. They are the result of careful and prolonged deliberation, for, 
in anticipation that this question would arise, I havo, for many months, been 
from time to time studying it, and during the last few weeks I may say that 
I have studied nothing else. At the same time, the question is one of such 
extreme difficulty, that I submit my views with much hesitation, and it is 
very possible that further discussion may lead me to modify them. 
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Note by Mr. T. C. Hope, dated 1 Si til May 1881. 

1. My note on tins subject, dated April Ofch, brought olir information 
down to that date and was followed by the telegram to the Secretary of 
State, sanctioned by the Council on the 18th idem. 

2. The information which we have since obtained as to the proceedings of 
the Conference is almost entirely unofficial, and consists of the following by 
Reuter’s telegrams 

“ Pam, 19th April. —The Monetary Conference commenced its ' sittings to-day. % 
England, France, Germany, the United States, Russia, Austria, Italy, Sjain, Portugal, 
Belgium, Holland, Greece, Denmark, Sweden and the Swiss Confederation were all repre¬ 
sented. The French Minister of Finance, who was elected President of the Conference 
advocated the bimetallic standard.” 

“ London, 18th April .—'The Times publishes a paragraph stating that Sir Louis Mallet 
will specially represent India at the Metallic Conference in Paris. Canada and England 
will each send a representative.” 

“ Paris, 20th April,— The members of the Monetary Conference have appointed a 
Committee of fifteen to frame a programme. The Committee will meet on the 23rd instant. 

A plenary sitting will be fixed later on.” 

“ Paids, 4th May.— The Committee of the Metallic Conference has now arranged the 
draft of the programme; and the Conference will shortly re-assemble." 

“Paris, 5th May .—-At a meeting of the Metallic Conference to-day, England was 
represented by the Honourable 0. W. Fremantle, Deputy Master of the Mint, and India by 
Sir Louis Mallet and Lord Rory, After an exchange of views, the Conference adjourned,” 

“ Paris, 6th May. —At the meeting of the Metallic Conference to-day a divergence of 
views was manifested by the representatives assembled. Germany will adhere to the gold 
standard only, but intimated her willingness to suspend her sales of silver for several years, 
and consented also to withdrew the five-mark gold coin from circulation. England, India, 
and. Canada stated that they only agreed to participate in the Conference in deference to the 
invitation received. They offered to give information upon the subjects under discussion, 
bat would not vote. Russia, Sweden, the Swiss Confederation and Greece would, under cer¬ 
tain reservations, adopt a bimetallic standard. Austria regretted the difficulty of the situa¬ 
tion in which she was placed owing’ to the forced currency existing in that country. The 
other representatives remained silent.” 

Paris, 7th May. —At the meeting of the Metallic Conference to-day, the delegate of 
the Netherlands Government advocated a bimetallic currency; but, on the other baud, the 
Belgian delegate urged the maintenance of the statu quo currency everywhere.” 

“Paris, 10th 'May.— At a meeting of the Metallic Conference to-day, the Italian dele- 
gates spoke on behalf of a bimetallic standard. The delegate of the Bwhs Confederation 
(M. Burcklmrd Biachod) dwolfc upon the scarcity of gold in the Swiss Confederation. 

M. Thcorner, the Russian delegate, advocated a gold standard.” 

“ London,11th May, —Mr. Gladstone, in reply to a question in the House of Commons 
last night, said that the action of the Secretary of State for India in sending delegates to 
the Metallic Conference in no way committed the India Government to anything in the 
nature of the adoption of a bicurrency. The Secretary of State for India will not encourage 
any material change in the monetary policy of India, but any measure calculated to promote 
the re-establishment of the value of silver will be favourably considered.” 

8. The London Times of March 24th publishes a letter from its corre¬ 
spondent at Paris, giving the official text of the draft resolution which France 
and the United States intend to advocate at the Conference. A summary of 
the letter, and the text itself, is subjoined :— 

“ The Paris correspondent of the Times gives the following official text of the draft 
resolution expressing the leading ideas which Franco and the United States propose to 
advocate at the Paris Monetary Conference, which is to open on the J9th of April. It is, 
he says, quite understood that the Powers invited to the Conference are in no way committed 
either to the terms of the invitation or to any programme, bat will be free to recommend 




any measure which may Improve international monetary relatione, nor will any Power be 
bound to abide by the resolutions which may bo adopted by the others :— 

“1. Whereas bimetallism, or the monetary system which consists in simultaneously 
coining any quantity of gold and silver on the tooting of a legal ratio between tho weight of 
the monetary unit in gold and the weight of the same unit in silver, had always boon prac* 
'tim'd, and that only since a few years has it ceased to operate in any part of the world ; 

“2. Whereas, daring nearly a century, the principal continental mints had coined at 
the legal ratio of lM all the quantities of gold and silver presented for coinage, whereby 
clone, whatever the vicissitudes in tho production of gold and the production of silver, the 
relative value of the two metals was necessarily fixed in the entire world at the par of 15£, 
nobody in any country agreeing to part with cither gold or silver at a less advantageous 
ratio than that which it was known could be realised in Europe at the mints which were 
bound at the rate of 15| to convert into coin having legal currency without- limit of amount 
all the metal they were asked to coin; 

“3. Whereas, by this universal par of valuo between gold and silver, the monetary 
material of the entire world formed a single mass as homogeneous ns if it had been composed 
of a single metal, but with this evident and very important superiority, that its paying 
power was much more stable than would have been the paying power of gold disjoined from 
silver, or of silver disjoined from, gold; and this because the greater or less stability of that 
paying power depends on the greater or hiss regularity of monetary production because the 
production of gold is very irregular, also that, of silver, while the joint production of the two 
metals valued at the legal ratio, is quite sufficiently regular ; 

“ 4. Whereas the above-mentioned universal par between tho value of the two metals 
wns of tbo greatest service to countries subject to monometallism, such as gold monometallic 
England and silver monometallic India, which countries, owing to that par, could mutually 
settle their pecuniary dealings with almost as much facility and certainty as if they had one 
and the same metal as common money; 

“ 5. Whereas, as soon as silver was no longer freely admitted to coinage by the States 
which had previously been bimetallic, the universal par of valuo between tho two metals 
necessarily disappeared; and inasmuch as through that disappearance the bimetallic and 
homogeneous material possessed by the world was decomposed into two monometallic materi¬ 
als heterogeneous to each other*-—the material gold, the sole metal admitted to free ooinage 
in Europe and America, and the material silver, tho sole monetary metal in Asia, a twofold 
monometallism, which has rendered the commercial and financial relations between the two 
halves of the world almost as complicated aud hazardous as if the exchanges between them 
were mado by 7 baiter ; 

‘‘ 6. Whereas, moreover, the States of the Continent of Europe and the United States 
of America, while admitting gold alone to free coinage, are encumbered with coined silver, 
and tho silver coins of one country cannot be converted into money in other countries nnless 
in Asia, but then undergoing all tho loss resulting from the difference between the ratio at 
which such silver has been coined with regard to gold and the much smaller ratio of gold 
realised on disposing of silver for an Asiatic destination now that the universal par no 
longer exists—•» ratio which would become smaller aud smaller if the offers for aale of 
silver happened to be resumed and continued , 

"7. Whereas it is, in fact, impossible to withdraw from circulation and get rid of the 
coined silver, not only because of the terrible fall which the Asiatic exchaugo would experi¬ 
ence and of the euormous losses whioh would have to be borne, but also because of the im¬ 
mense void such withdrawal would leave behind it—a monetary void which oould not be 
filled eitW with the present gold, which has already its use, or with the future gold, which 
has not yet issued from the mines in general aud that chaos extremely prejudicial to tho 
interests of all nations, without a single exception, is solely attributable to monetary laws now 
in force in Europe and the United States, and oannot be. put an end to except by 
reverting to bimetallism; 

M 8. And whereas such reversion to bimetallism and the adoption of the ratio 15| by a 
preponderating group of nations would have the immediate effect of re-establishing on a very 
solid basis the old universal par of value between the two metals, of enabling Europe with¬ 
out any loss to employ its old silver crowns in paying America, and reciprocally of euabling 
the United States, when their balance of trade allows it, to pay Europe with silver from 
their mines { and, lastly, of making silver a universal money, whiie retaining gold on the 
footing of 15§ as European and American money ; 

“ Now, therefore, actuated by all these considerations, the American, French, etc,, dele¬ 
gates have resolved by common accord to submit to the ratification of their respective Govern¬ 
ments the follow!ng Convention .•—- 

“ Article 1 .—The United States of America, the. French Republic, etc., form them- 
solvea into a Bimetallic Union on the tovms aud conditions hereinafter stipulated. 
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li Article —The members of the Union shall admit gold and silver to mintage with* 
ou^ any limitation of quantity, and shall adopt the ratio of 1 to 16J between the weight of 
pure metal contained in the monetary unit in gold and the weight of pure metal contained 
in the isame unit in silver. 

“Afticle 3.~On condition of ratio of 1 to 16| being always observed, each State 

shall remain free to preserve its monetary types—dollar, franc, pound sterling, mark, or to 

change them. 

“ Article 4.—Any person shall be entitled to t»ko any quantity of gold or silver, 
either in ingots or in foreign coins, to the mints of any member of the Union for the par* 
pose of getting it back in the shape of coin bearing the State mark; the mintage shall bo 
gratuitous to the public ; each member of the Union shall bear the expense of its mintage. 

“ Article The mints of each State shall be bound to coin the metal brought by the 
publio as speedily as possible and at the aforesaid ratio of 1 to I5| : between gold specie and 
silver specie \ the coin thus manufactured shall be. delivered to the person who shall have 
brought the metal or to his assigns \ if the person bringing gold or silver requests immediate 
payment of the sum which would accrue to him after tho interval of mintage, that payment 
shall be made to him subject to a deduction which shall not exceed two per thousand; tho 
sum shall bo handed over at the will of the paying party in gold or silver coin or in notes 
being legal»tender and convertible at sight into metallic money, 

“Article 6 .—' The gold and silver money shall alike be legal tender to any amount in the 
State which shall have manufactured them. 

“ Article -In each State the Government shall continue to issue as a monopoly, its 
small change or tokens ; it shall determine their quantity and quality, and shall fix the 
amount above which no person shall be bound to receive them in payment, 

u Article 8.—The tact of issuing or allowing to be issued paper money, convertible or 
otherwise, shall not relieve the State issuing it, or allowing it to be issued, from the above- 
stipulated obligation of keening its mints always open for the free mintage of the two 
metals at the ratio of l to lo|. 

u Article 9,— Gold and silver, whether in ingots or in coin, shall be subject to no 
customs duty, either on Importation or exportation. 

u Article 10* —The reception of silver shall commence at the same date in all tho mints 
of the Union. 

lC Article il—The present Convention shall remain in force till tho 1st of January 1900. 
If a year before that date notice of its abrogation has not been given, it shall of full 
right bo prolonged by tacit renewal till the 1st of January 1910, and so on by periods of 
ten years until such notice of abrogationshall have been given a year prior to the expira* 
tion of the current decennial period ; it being, however, understood that notice of abroga¬ 
tion given by States having in Europe less than 20 millions of inhabitants, or subject to the 
inconvertible paper money system, whilo releasing those States, shall not prevent or inter¬ 
fere with the decennial tacit renewal of the present Convention between tho other members 
of the Union/* 

This official programme is substantially the same as the sketch given in 
paragraph 5 of my note of April 9th« 

4. Regarding the course of publio opinion in England, we find in the 
latest advices from England facts proving a very decided awakening and 
advance. The lead of Liverpool, mentioned in paragraph of my note of 
9th ultimo, has been followed by Manchester, Glasgow, and an influential 
body of the merchants of London. The memorials, though not directly 
advocating bimetallism, evince a strong opinion that existing monetary- 
conditions ax^e unsatisfactory, and a desire that everything, short of establish¬ 
ing that system in England itself, should be done to restore the position of 
silver in the currency of the world. The following extracts afford a con¬ 
venient summary of the movement * 

j From the London " Times . 19 

“ Mr. Slagg;M.P., yesterday placed in the bands of Lord Hartington, the Secretary of 
State for India, r memorial with 1,700 signatures, including those of nearly all the leading 
firms in and about Manchester, oxpressing the strong desire of the memorialists that 
England, and especially India, should be represented at the approaching Monetary 
Conference, in order to the restoration of silver to ita due place in the monetary systems of 
tho leading Powers,” 



m 

From the " Times of India.” 

« Although what has been called the 4 taint of bimetallism ’ has certainly spread widely 
in the highest quarters in this country, it cannot be said that the prospects of a favourable 
issue to tho Monetary Conference are increasing. The reason is said to be that, while France, 
the United States, Spain, and Italy have agreed to accept bimetallism at tho ratio of I to 
15^, England has declared that she will ho enable to take part in a conference, the conclu¬ 
sions of which have been practically fixed in advance. The meeting of tho delegates on 
Monday will be duly formed, and an adjournment for another fortnight will be arranged. 
The postponement, we are told* has therefore been decided upon in order to allow France 
and the United States to enlarge the original programme of the Conference, and so to 
formulate the questions that it may no longer appear as if the freedom of action of the 
Conference was prejudiced. If this be the case, it will probably be regarded as increasing 
tho probability that the Conference will not separate without some result. As one of your 
Brussels contemporaries remarks, ‘ the endeavour to satisfy the proper technical objection 
of the British Government to discussing foregone conclusions may bo accepted a8 an expres¬ 
sion of an earnest desire on the part of the promoters to settle the questions at issue on as 
comprehensive a basis as possible, and a < being at the same time an indication that hopes 
are entertained that a solution may be arrived at which will bo acceptable to the British 
representatives.' Meanwhile the British Government are being subjected to extraordinary 
pressure from the commercial interests. I have already mentioned tho presentation of a 
memorial from Manchester, signed by 1,700 firms, praying that England may be represented 
at the Conference. On Saturday (April 9) a memorial, signed by a large number of tho 
most influential bankers, merchants, and others in the City of London, was addressed to 
Lord Bartington, earnestly begging that the interests of this country may be represented., 
as they * view with apprehension the effects on commerce generally, and especially on the 
future of onr Indian Empire, arising from the present uncertainty which attaches to the 
question proposed to be discussed by the Conference, and the further possible depreciation 
in values which may result from a failure of its settlement.’ Among the signatories of this 
document were the Oriental Bank, the Chartered Mercantile Bank of India, the London 
and China Bank, the Chartered L'ank of India, Australia and China, the Hong-Kong and 
Shanghai Bank, Dent, Painter & Company, Anthony Gibbs & Company, the Peninsular 
and Oriental Steam Navigation Company, Ernsthausen and ’OeSterley, the Delhi and 
London Bank, the Borneo Company, Chalmers, Guthrie & Company, Smith, Wood & 
Company, Anderson,. Finlay & Company, Phelps, James & Company, Steel Brothers & 
Company, Frederick Huth & Company, and Morton, Rose & Company. A memorial 
signed by 334of the leading firms of Glasgow and the neighbourhood, estimated to -epresent 
a "capital of not less than .£'30,000,000, has also been forwarded to Mr, Gladstone and the 
Marquis of Hartington, praying that Great Britain may be represented at the Conference. 
The terms of the memorial are as follows :— 

‘ (i) We, tho undersigned merchants, &0„ of Glasgow and its neighbourhood, being 
subjected, directly and indirectly, to serious losses and inconvenience by 
the fluctuations of exchange with silver paying countries are materially 
interested id the International Monetary Conference to be held in Paris 
in tho course of this month. 

* (2) We are very solicitous that Her Majesty’s Government should be represented at 

this Conference convened to consider a question of supreme and universal 
importance, and so vitally affecting the vast trade of this country with 
India, China, Japan, the West Indies, Mexico and South America. 

* (3) We view with much anxiety any furthor disuse of silver as a circulating medium 

by the nations of Europe, not only because of the serious effect upon 
exchanges with silver-usiug countries which must follow, but also in view 
of tho dangerous disturbance certain to result in the value of gold, and 
consequently in the home and ooloninl currency. 

* (4) We, therefore, pray that representatives from the Imperial and Indian 

Governments may be sent to the International Monetary Conference, and 
that at least they be authorised to give assurances that Her Majesty’s 
Government intend that silver will remain the standard of value in Her 
Majesty’s Indian possessions. ’ 

« Considerable attention has been given to the views published by Mr. Edward Cazalet, 
a prominent Ifinglish advocate of bimetallism, who ascribes all the trade adversities of recent 
years to the growing divergeuoe between the values of silver and gold. Even the misfor¬ 
tunes of the farmers and landownors of this country, which bavo been commonly attributed 


to bad harvests and foreign competition, Mr. Cazalet placoa side by side with tho loanee of 
India and China merchants and of _ the Indian Government as being largely due * to the 
disordered state of the currency of the world.' Mr. Cazalet goes no far as to say that 
English cotton-spinners are suffering because their French competitors are paying wages 
in silver, which is depredated to the extent of 18 per cent. Mr. Cazalet omits to remember 
that money values in France are as purely on a gold basis as our own, and that consequently 
the French employer has no advantage over his English rival. M. do Laveleye, formerly 
a ruonometallist, has addressed a letter to his colleagues of the Cobden Club, in which he 
urges that the success of the United States which ‘ by elevating their customs duties, have 
created a favourable balance of trade payable in metal’ will be a precedent fatal to Free 
Trade if the struggle for gold is allowed to continue. Germany, he says, advanced her 
duties becauso she saw her gold ebbing away. Luzzatti, who usually represents Italy in 
negotiating treaties of commerce, has not hesitated to declare that Italy will do the same if 
she sees the gold which she is about to borrow again leaving the country. Knesia has 
already adopted the same measures in order to have the means for resuming a specie cirou* 
lation by keeping the gold which she produces, and ehc now exacts payment of liar duties 
in gold. The demands of the French protectionists will beoome irresistible if the drain 
of gold from France continues. Finally, Austria has adopted the same policy, and also 
exacts payment of her duties in gold. ‘People will read the excellent works which the 
Cobden Club distributes by thousands ; bnt the law of Darwin (the law of the struggle for 
existence) will prevail, and everybody will exclaim —“ Rather an advanoe of the tariffs which 
is felt, by the foreigner than an advanoe of the rate of discount which is felt at home. ” It 
is erroneous, M. de Laveleye contends, to say that the principles of Free Trade lead to the single 
standard ; on the contrary * the single standard kills* Free Trade.’ ‘ America,’ he concludes, 
‘ has sent messengers of peace to Europe to initiate union and harmony instead of antago¬ 
nism. If Europe does not accept the hand which is offered to her, and the economic 
struggle is allowed to continue, rest assured that it is not America which will succumb. 
Lastly, Mr. Seyd has issued a pamphlet in which he undertakes to show 4 how England 
may maintain her gold valuation ’and yet give ‘support to silver.’ This is to be done 
(so he argues) by simply adding to our coinage a four-shilling piece, which is not to be a 
token like our othor silver coins, but to be as near as possible intrinsically worth 
that sum.” » 

5. From the telegrams regarding the Conference, though they are rather 
confused and ill drawn up, we may apparently infer that the matter is not 
progressing so unfavourably as has been supposed, or as the recent fall in 
silver seemed to indicate. The old Latin Union of France, Switzerland, Italy, 
Belgium, and Greece adhere to bimetallism, and they have gained new allies 
in Holland, the Scandinavian Union, and the United States. Regarding 
Austria the report is apparently favourable, and as to Russia it is conflicting ; 
but neither one of any practical importance. The declaration of Germany, 
I take to mean this, that, though adhering in name to her gold standard, she 
will retain tier silver thalers in legal-tender circulation at their present 
proportion of 15^ to 1 of gold, and will aid silver not only by making no 
more sales, but by withdrawing hey 5-mark gold pieces and letting thalers, or 
silver pieces of the same value, take their place. This is virtually all that 
could be wanted or expected of her. She, of course, could not throw her 
mint open to coin the silver of other people until she had used up the silver 
she possesses of her own; and this she will do, in keeping up the thalers and 
other silver coins during the term of years to which reference is made. The 
most unsatisfactory point in the whole is, that the Indian delegate has, 
apparently, not made any declaration in the terms of our telegram of the 
13th ultimo or otherwise, but has merely <£ offered to give information/'’ 

6. As to the state of matters in Encdaud, it is clear that considerable 
pressure has been put upon the Government from influential cjuarters, and that 
they are by no means unaffected by it. Mr. Glad stone’s reported utterance two 
days ago is especially encouraging. He does not go farther against bimetal¬ 
lism than to say that the Indian Government are not “ committed” to it 
by the fact that they have sent a delegate. His statement that “ the 


Secretary of State for India will not encourage any material change in the 
monetary policy of India” is qualified by the declaration that “ any measure 
calculated to promote the re-establishment of the value of silver will be 
favourably considered.” What is a “ material change , }> and what measures, 
short of such a change, are alluded to ? That no Government could propose 
bimetallism for England itself is clear ; but then, we do not ask that any 
Government should do so. 

7. Under these circumstances, T venture to represent that, possibly, a 
very material influence towards a favourable settlement might be exercised if 
the Conference were at once informed how far we were prepared to go, and 
assured that we were friendly, as far as our circumstances would allow. I 
would suggest the despatch of the following telegram to the Secretary 
of State « 

“Renter reports that Indian delegate on 8th instant merely offered information. We 
think success of Conference and ve-establislimont of value of silver would be promoted if 
delegate announced retention by Indian Government of silver coinage, with liberty to add gold 
hereafter, in terms of onr telegram of Llfch ultimo, and also intention to coin silver 514-annn 
pieces hero for circulation in India and in London for remittance to Rust only, together with 
retention by Bank of England of about, five millions silver balance under Peel’s Act.” 

3, The first portion of this telegram merely asks that what the Governor 
General's Council agreed to on the 13th ultimo may be declared. The second 
is an adoption of the first, second, fifth, sixth, and seventh of the steps 
suggested in paragraph 13 of my note of April 9th—-that is, of only such 
part of my proposals as relates to silver, and to its use in Indii. The result 
will be, first, the facilitation and cheapening of silver remittances to England 
and the raising and steadying of the exchange, as explained in my fifteenth 
and twentieth paragraphs; and secondly, the increase of the demand for silver 
as explained in my paragraph 18. The steps omitted I deem as desirable as 
ever ; but, under the pressure of oircumstancea, they can stand over at present. 
The recommendation in this limited form does not, I would point out, involve 
bimetallism at all, and cannot be termed a “ material change in the monetary 
policy of India.” It is merely for the addition of i. coin to our silver currency 
uad the providing of it at a place, namely, London, wtaerb it is in practice 
found to be much required. As such, it seems to fall well within the category 
of measures ‘ f calculated to promote the re-establishment of the value of silver,” 
for which Mr. Gladstone promisee favourable consideration. 
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Note by the Honourable Sik E. Baring, bated !8th May/ 1881. 

I submit a further Note which Mr. Hope has prepared upon the proceed¬ 
ings of the Bimetallic Conference at Paris. This Note shows clear ly what is 
the present state of our knowledge of the proceedings of the Conference. I 
cannot think that the present state of affairs is satisfactory. We have received 
officially no information in respect to the course of events in Paris. The last 
telegram from the Secretary of State, dated the 11th May, informs us that a 
despatch will leave London to-day oommunioating the appointment ot Sir Louis 
Mallet arid Lord Ileay as delegates to the Conference, with their instructions. 
Until this despatch is received, it is said it will be unnecessary for us to reply to 
former despatches. The views of the Government of India upon the theory of 
bimetallism are, for the moment, of less practical importance than the attitude 
adopted by the Indian delegates at Paris, The main question now is, what 
attitude those delegates should adopt. I may well be that any Mual decision 
must be postponed until the proceedings of the Conference have been reported ; 
but the nature of the report will, of course, largely depend upon the declara¬ 
tions now made by the delegates. It becomes, therefore, very important to 
decide whether any immediate action is to be taken or not. 1 have frequently 
stated that on this subject I consider we should do wisely in adopting an atti¬ 
tude of caution and conservatism. Inasmuch as the main objects we have in 
view, namely, the rehabilitation of silver and the assurance of stability to 
the rupee, maybe gained without India joining the Bimetallic Conference, I 
aro of opinion that no declaration that we are prepared to join the Union is in 
any case necessary, even if we were more thoroughly convinced of the theoreti¬ 
cal merits of bimetallism than is probably the ease. But there appears to me 
to be u vast difference between adopting an attitude of caution and the. purely 
passive attitude which, so far as I can gather from Reuter’s telegrams, is now 
being adopted by the Indian delegates. The result of the Conference is of 
vast importance to India, 1 think we can do move than adopt au attitude of 
indifference, which can well be construed into one of hostility. We may 
surely show that, although we may not be prepared to adopt the bimetallic 
principle, we are, at all events, friendly neutrals, and are prepared to adopt 
certain measures which will, pevheps, help towards the objects in which we, in 
common with many other nations, are vitally interested. I can see no pos¬ 
sible barm or danger in the declaration being made, which was proposed in 
our telegram of the 13th April, and I attach special importance to our say¬ 
ing that we reserve to ourselves the right of coining gold later, if we think 
fit to do so. Such a declaration is tantamount to saying that, although we 
are not at present prepared to join the Bimetallio Union, at the same time 
we do not absolutely pin ourselves down to the principle of monometallism, 
but that we ares till open to conviction, and may possibly, at some future 
period, reconsider our position. I can see no possible harm or danger in this. 
To adopt any other attitude is to go the length of Mr. Giffen and the extreme 
monometallists, whose position really amounts to this—that not only are they 
at present convinced of the unsoundness and impracticability of universal 
bimetallism, but that they are not open to conviction by the light of future 
experience. This is not caution, it is prejudice. 

It will be seen that Mr, Hope also proposes that we should intimate our 
willingness to coin SH-anua pieces. lean see no possible objection to this 



either. The proposal, ag now modified, is not bimetallism. In fact, it may 
be considered wholly independent of bimetallism or monometallism, lb merely 
amounts to this, that should, by reason of the adoption of the bimetallic 
principle, the value of gold to silver be restored to the old proportions of .1 to 
154, we shall have a coin in India which represents one-fifth of a sovereign, 
and will, therefore, be convenient. Moreover, if the English Government will 
consent to coin a certain number of these pieces at their mint, which shall 
not be legal-tender in England, but shall be used merely for transmission to 
the East, a very considerable facility will be afforded to merchants who wash 
to remit silver to India ; for, instead of having to buy up Mexican dollars, 
etc., and send them to Ihe Indian mints to be coined, they wi 11 be able to 
obtain from the Bank of England a silver coin which, on arrival in India, 
will at once enter into circulation. If the English Government is- really m 
earnest in wishing to adopt such reasonable measures as, without in any way 
changing their present currency system, may afford some help to India, T 
cannot see what objection there can be to the adoption by England of the 
course proposed. An alteration would be necessary in the Bank Act to this 
extent, that silver coin and bullion, instead of silver bullion only, might, to a 
limited extent, say five millions, be held against currency notes. 

It will be seen that Mr. Hope proposes to telegraph to the Secretary of 
State, I agree in the general sense of this telegram ; but I think, consider¬ 
ing- the importance of the subject, it will be desirable to express our views at 
somewhat greater length. I would telegraph as follows:—» 

Beater reports Mr. Gladstone to have stated that, any measure calculated to promote 
re-establishment of value of silver will be favourably considered. Reuter also reports that 
Indian delegates merely offer information to Conference, In view of great importance to 
India of result of Conference, we do not think that attitude of delegates should he entirely 
passive. We think that, as proposed, in telegram of 11th ultimo, delegates should announce 
intention of India to retain silver coinage, with liberty to add gold hereafter. We are also 
of opinion that India should announce willingness to coin 34-anna pieces. We trust Euglislr 
Government will announce its willingness to coin similar pieces at mint for remittance to 
East only, together with modification of Bank Act in the sense of allowing silver coin and 
bullion to be held against currency notes, instead of silver bullion only.” 




XXXIX, 

Despatch *rom the Government of India, to the Secrktart of State 
you India, No, 143, dated 10th June 1881. 

We have the honour to acknowledge the receipt of Your Lordship's des¬ 
patch No,. 79, dated 24th February 1881/* in which we are invited to state our 
views, “ in the event of its being proposed that India should become a mem- 
her of a Union, based on principles of bimetallism for a limited term of 


years. 

# Ho. 1, Telegram to Sec¬ 
retary of Stale, April 13th, 
1881* 

No. 2* Telegram from See- 
rotary of State, May llfch, 

J 883 • 

No. 3. Telegram to Secretary 
of State, May 13th, 1881. 

No. 4. Telegram from Sec- 
rotary of State, May, 14th, 
1881. 

No. 5. Telegram from Sec¬ 
retary of State, May 17th, 
1881 '. 

No. 0; Telegram, to Secretary 
of State, May 18th, 1881. 

No. 7, Telegram to Secretary 
of State, May 25th, 1881. 

No. 8. Telegram from Sec¬ 
retary of Slate, May 25th, 
1881 


2. Since the receipt of that despatch,, the tele¬ 
grams, copies* of which are enclosed' in this des¬ 
patch, have passed between Your Lordship and 
the Government of India. We learn from Your 
Lordship’s telegram of the 25th ultimo that the 
Paris Conference has been adjourned to 30th jane. 
We take, the opportunity thus afforded to us of 
stating to Your Lordship our views at greater 
length"’ than is possible in telegraphic communi¬ 
cations. 

8. It would he difficult to exaggerate the im¬ 
portance to India of the subject on which an ex¬ 
pression of our opinion has been invited. The 
real loss by exchange to the Indian Treasury 
during the current year, resulting from the dis¬ 
turbance of the equilibrium previously existing- 
between gold and silver, may be approximately 

_ estimated at ff2,05,86,000 (see paragraph 80 of 

the Financial Statement for 1381-82). The actual loss, however, although a 
matter of great importance, is not, in our opinion, the point to which the 
greatest importance is to be attached. The real evil to which we are now 
exposed is, that we never know what our loss or gain may he. Silver has, 
during the last few years, failed to fulfil the chief function which is required 
of a standard of value. It has been subject to great fluctuations. Under 
these circumstances, it is difficult to initiate, with conndencc-j any policy of 
fiscal reform. .Our estimates are liable to be upset at any moment by a sudden 
and gratuitous drain on our resources, arising from circumstances wholly 
beyond our control. We are aware that it has been sometimes argued that the 
evils arising from fluctuations in exchange have been exaggerated, and we 
svn-ee in thinking that if the value of the rupee would settle down at, say, Is. 
8a. our financial difficulties would be by no means insuperable. We cannot, 
however, forget that the present condition of the silver market is deranged, 
owino- mainly to the action of Germany and the consequent suspension in 
France of the Monetary Law of 1803. We can have no assurance that what 
has happened before may not happen again. Exchange may indeed, eveu- 
tuallv settle down at a figure, liable only to such changes as are consequent 
on variations in the balance of trade. Our whole financial arrangements may 
be adjusted on this basis, and stability to the silver market may possibly, for 
a P ew y ( > a rs, he ensured. But we con never feel sure that a further demone¬ 
tisation of silver will not take place, with the result of again depreciating the 


* JNot printed in this volume* 






rupue. Tfe should then be again obliged to re-adjust our whole financial 
system. The result would probably be that we should either have to push 
economy in the cijgil administration so far as to cripple the development of the 
country, or that we should have to reduce our military establishments toe. 
dangerous extent, or that we should have to look out for new sources of reve- 
nue---a course attended with considerable difficulty and open to some poli¬ 
tical objections. A further depreciation of silver is, indeed, at present by no 
means a remote or improbable contingency. Should, unfortunately, the Con¬ 
ference now sitting in Paris not result in any satisfactory arrangement, we 
can hardly hope that silver will remain at its present value. It seems "more 
probable that a further depreciation will ensue. 

4 We have dwelt upon the difficulty of initiating, with confidence, any 
polioy of fiscal reform in the present, condition of the silver market. We 
need scarcely remind Your Lordship of the many important questions bearing 
on the finances of India which remain at present in a position more or less 
unsettled. Powerful interests are constantly being exerted iu England, with 
a view to reforms being effected in our customs tariff, and to a modification 
of the system under which our opium revenue is derived. The reduction of the 
salt tax is a measure which would confer great benefit on the population of 
India, and one to which our attention, has frequently been directed by high 
authorities in' England. The recent report of the Famine Commissioners 
abundantly testifies to the inadequate manner in which large tracts of country 
are protected against famine j and even if private enterprise be enlisted to aid 
in the construction of protective works, we can scarcely hope that those works 
will be constructed without causing some temporary drain upon our excheuuer. 
In the present unsettled condition of the silver market, it is well nigh impos¬ 
sible to deal in any satisfactory manner with these and other questions, which 
in themselves present difficulties of no ordinary description. 

5. The subject on which our opinion has been invited, is one upon which 
great difference of opinion exists amongst the highest authorities, whether 
in respect to the theories involved, or in respect- to the practicability of 
giving effect to those theories. Under these circumstances, we think that our 
attitude should be one of caution and conservatism, and that we should qo no 
further than necessity demands, in order to accomplish the main objects we 
have in view, namely, the rehabilitation of silver and the insurance of stability 
to the rupee. At the same time, it is so important that no action on behalf 
of India should be wanting to attain those objects, that we should hesitate to 
reject any menus that we can legitimately adopt in order to ensure the success 
of the present Conference. 

6. Whatever difference of opinion may exist upon this difficult question, 
we think that it will be generally admitted that even what is called particular 
bimetallism,—that is to say, the bimetallism of one State;-—supposing it to be 
possible, would contribute to the objects wo have in view, and that the attain- 
m<yit of those objects is rendered more and more probable as the number of 
States which entered the Bimetallic Union is increased. It is now univer¬ 
sally admitted that the French Monetary Law of 1803 was, during the period 
of its operation, one of the chief factors in regulating the relative values of 
silver and gold throughout the civilised world. Mr. Stanley Jevons, himself 
a monometallist of distinction, has said that u for some 60 years it (that is to 
say, the value of silver) was held pretty steadily at this point (I5| to I) by 
the action of the French Currency Law.” 

7. We do not thiuk it necessary that we should enter into a discussion 



upon the theory o£ bimetallism, or that we should dwell on the many impor¬ 
tant collateral points on which such a discussion must necessarily touch. It 
would be impossible to treat the subject adequately within the limits of an 
ordinary despatch. We will only say, therefore, that tho whole question has 
received our very careful attention, and that, should Your Lordship think it 
desirable, we are prepared to state at greater length the reasons which have 
led us to the conclusions which we are about to enunciate., For the present, 
we confine ourselves to a statement of those conclusions. 

8, In our telegram of 13th April, v*e expressed our opinion that— 

« India should be represented at the Conference on tho. basis that we will engage to 
coin sHvor in unlimited quantities at our mints, and to continue tho use of silver l«gat 
tender for debts of any amount for the period the proposed Convention remains iu force, 
reserving tho right of also ooining gold freely and making gold also legal tender if hereafter 
(fovernmeut thinks fit." 

At the same time we said that- we had not as yet had time to consider thoroughly 
the question of whether auy further measures could be adopted for rehabili¬ 
tating silver and affording stability to the rupee, bub that we hoped shortly 
t 0 address Your Lordship on the subject. We gather from Your Lordship’s 
Despatch iSo. 157 of 13th May, that the instructions given to the Indian 
Delegates are generally in accordance with our suggestions, with the excep¬ 
tion that, according to those instructions, the term of years during which we 
are to engage that silver should be freely coined at the Indian mints is limited 
to ten. In our telegram of 18th May we have again expressed our opinion 
that the period for which India might pledge herself to continue the coinage 
of silver should not be limited to ten years, or other definite period, but should 
extend to the period during which the Convention of other nations remains in 
force. We are glad to learn from Your Lordship’s telegram of 25th May 
that the statement of the ludian Delegates was favourably received. The value 
of that statement, we conceive, consists in this, that other nations will be as¬ 
sured that in the event of their taking measures, the result of which will be 
the rehabilitation of silver, India will be under an obligation not to take ad¬ 
vantage of those measures in order to adopt a single gold standard. 

8A. We are inclined to think that this declaration is all that other Powers 
require from the Government of India, and we are confirmed iu this impres¬ 
sion by the statement in Your Lordship’s telegram of 26th May, to the effect 
that no “ further action on the part of the Indian Government lias hitherto 
been suggested. w Without a more full report of the proceedings of the Con¬ 
ference than is at present available to us, it is difficult for ns to express any 
further definite opinion asto the attitude which the ludian Government should 
adopt. It is difficult to predict, with confidence, what in the ultimate future 
would be the result if India were to join the Bimetallic Union. There is 
much to be said against anything in the nature of an experimental chauge in 
a currency system. It is, therefore, certainly an advantage to preserve full 
liberty of action for the future to the greatest extent possible; and if it is clear 
that the step already take ) by the Indian Delegates is all that is required on 
the part, of the Government of India, we should deprecate any .further pledge 
being taken. We are unable to say how far a declaration on the part of the 
Government of India that they are willing to join a Bimetallic Union, would 
materially influence the results of the Conference. Should, however, tho 
alternative present itself, between allowing auy international arrangement to 
break down and pledging India to join the Bimetallic Union, we are of opinion 
that we should be justified in going a step further. Under these c reunytancos, 
we should be prepared to recommend that India should join the Bimetallic 



Union, if a sufficiently large number of other Governments were prepared 
to join. If, for instance, the United States, the Latin Union, and Germany 
were prepared to join, we should think the combination sufficiently strong to 
justify us iu joining also. In respect to our adhesion to any weaker coalition 
than, that which we have named, we must reserve our opinion until we know 
what is its precise composition. By joining the Bimetallic Union, we mean 
that oar mints would be freely open to the coinage of both gold and silver, 
the coins to be manufactured of each metal being legal-tender money in the 
same ratio to each other as that adopted by the other members of the Union. 
*i he most convenient coin for India would probably be, iu respect to gold, a 
sovereign, and in respect to silver it would be desirable to manufacture a coin 
representing one-fifth of a sovereign in the ratio adopted by the Union. « The 
various subsidiary points which arise in connection with this subject need not 
now be discussed. 

9. Your Lordship will understand, therefore, that we should prefer to 
maintain the attitude which has been already adopted by the Indian Delegates 
at the Conference } but we recommend adhesion to a strong Bimetallic 
Union as decidedly preferable to the continuation of the present order of 
things. 

10. In our telegram of 18th May, we venture to express a hope that 
Her Majesty's Government would, jn respect to the engagements taken by 
England, on. her own behalf, go as far as was legitimately possible, to help 
any international arrangement which would give stability to silver, without 
committing itself to the bimetallic principle j and we suggested for the 
special consideration of Her Majesty's Government whether it would not be 
possible to arrange for the Bank of England to hold the full amount of silver 
reserve for which provision is made in Sir Robert Peel’s Act. It would be 
beyond our province to discuss the attitude which Her Majesty’s Government 
may think fit to adopt iu respect to engagements taken on behalf of England, 
Neither, in fact, are we in a position to judge whether any of the suggestions 
which have, from time to time, been made in this respect, and which fall 
short of adhesion to the Bimetallic Union, are considered feasible or not. 
We would, however, again earnestly express a hope that, in view of the 
vast importance of the subject to India, any measure tending to facilitate 
an international arrangement, will receive the careful consideration of Her 
Majesty’s Government. Whether, in the event of India joining the Union, 
the silver |ths of a sovereign, which we propose to coin, might form a part 
of the Bank of England reserve in silver, to which we refer in our telegram 
of 18 th May, and whether these coins might, to a limited extent, be made 
legal tender iu England, are matters upon which wo can express no opinion. 
They are entirely for the consideration of Her Majesty’s Government ; but 
should these measures-be adopted, they would probably tend to increase the 
demand for silver and to give stability to the Indian exchange. 

11. His Excellency the Viceroy dissects from this despatch, and has 
recorded his views in a separate Minute, which we enclose. Our Honourable 
Colleague, Major-General Wilson, agrees with the views set forth by His 
Excellency the Viceroy. 


Minute by the Eight IT on’bub the Marquess of Ripon, dated 10th Jitnh 

1881. 

I regret to be obliged to record ray dissent from a Despatch which haw 
been agreed to by a majority of my colleagues ; but it appears to me, and ifc 
in admitted by those who are in favour of the despatch, that no one can be 
a party to it who does not believe in the soundness of the theory of bi¬ 
metallism. I do not believe that theory to be sound, and, therefore, X cannot 
assent to the despatch. 

It is true that the despatch gives but a timid and grudging approval 
to bimetallism. It admits that “ without a more full report of the 
proceedings of the Conference than is at present available to us, it is difficult, 
for us to express any further definite opinion as to the attitude which the 
Indian Government should adopt jand ifc states that “ it is difficult to predict 
with confidence what in the ultimate future would be the renalt if India were 
to join the Bimetallic Union/'’ It strikes me that the natural conclu¬ 
sion from such premises would have been that we should have waited before 
committing ourselves on the subject of: bimetallism until we were in 
possession of a full report of the proceedings of the Conference and were 
able to gauge with some degree of confidence what would be the future 
result to India of the adoption of a double standard, and I air. the more 
confirmed in my belief that a cautious and waiting attitude is that which, 
under present circumstances, it would he wise for us to assume, because I 
learn from the Secretary of State's telegram of the 25th May that the 
“ statement of the Indian Delegates " at the Conference “ was favourably 
received/' and that c< no further action on the part of the Indian Government 
has hitherto been suggested." This being so, a further step of such 
magnitude and importance as an offer to adopt bimetallism is, in my 
judgment, impolitic and unnecessary. 

But the majority of my colleagues have thought otherwise, and they 
have determined to recommend to the Secretary of State to direct the Indian 
Representatives at the Paris Conference to declare, in certain contingencies 
set out in the despatch, that India is willing to join a Bimetallic Union. To 
such a recommendation i cannot be a party, because it involves and is admit¬ 
ted to involve, an approval on the part of the Government of India of the 
theory of bimetallism. Now what is the fundamental principle on which 
that theory is founded ? It is laid down very clearly and unmistakably by M. 
Czermischi in his pamphlet entitled “ M. Michel Chevalier efc le Bimetallisme*' 
the opening words of which are as follows:—'* Si les grandes nations se 
metfcenfc coneordamment a trapper xnoimaie d'argent pesant 154 fois leur 
monnaie d'or la valeur relative des deux mefcaux sur le murclui general 
Be pouvra plus varior ; un poids d'or vaudra partout 154 poids d'argent. Tout 
le Bimetallisme eefc la." This doctrine is, therefore, the foundation of bi¬ 
metallism, and it must be borne in mind that M. Czernuschi does not confine 
his assertion of the power of a combination of nations to regulate by law 
the relative value of gold and silver, so that they cannot vary, to any parti¬ 
cular ratio which may approach to the real market ratio of the day. He 
prefers the ratio of 154 to 1, but he holds that it is in the power of a combina¬ 
tion of Governments to fix and to maintain any ratio they please. He says 
{Bimetallism at 154 to 1, page 36),—“In principle all ratios are equally 


good ; the ratio at 10, the ratio at 15, the ratio at 20 would each work with 
the same efficacy and the same regularity, were any of them adopted by great 
States furnished ivith ample supplies of metallic money." It seems to me \ 
undoubtedly to follow from these statements that, if the bimetallic theory were 
true, it would be in the power of an union of great States to decree that an 
ounce of silver should be equal in value to an ounce of gold, and that thenceforth 
their value in the general mavket would at once become equal and could not 
change (** nepourra pin varier '**) so long as the Union chose to maintain its laws 
unaltered. In such a doctrine I am quite unable to believe : it appears to me to 
be contrary to some of the most essential principles of Political Economy ; it is 
based, as i think, upon a misconception of the laws which regulate the value 
of gokl and silver ; and I cannot divest myself of the con viction that a theory 
resting upon such a misconception must in the course of time produce those 
mischievous consequences which always follow, slowly it may be, but surely, 
upon any attempt on the part of men or of Governments to interfere with the 
operation of natural laws. I cannot, therefore, recommend the Secretary of 
State to pledge the Government of India to the adoption of a system derived 
from a theory so fundamentally unsound. 

I desire also to point out that no information whatever has been furnished 
to the Government of India by the Financial Department with a view to 
show what would be the effect in India itself of the introduction of a legal 
tender gold coinage. We have no facts before us which would enable us to 
form any judgment ns to whether the new gold coins would form an effective 
and useful addition to the existing circulation, or whether they would, to 
whatever extent they might be accepted by the public, displace the silver 
now in circulation. The despatch alludes to the manufacture of a new silver 
coin of 34 annas • but. no evidence has been laid before the Government upon 
which a safe opinion could be founded as to the existence of a desire on the 
part of the mercantile community in this country, or of the people at 
large, for the introduction of such a piece, or as to the effect upon the 
ordinary transactions of life of the issue of a coin which is net a multiple 
of tli® rupee. It appears to me that these and similar questions ought to be 
very carefully examined and considered before the Government of India binds 
itself to foreign Governments to adopt a bimetallic system of currency. 

I wish, finally, to place upon record my entire agreement with the views 
expressed by the Secretary of State when he says in his instructions to the 
Indian Representatives at the Monetary Conference at Paris that he is “ready 
to consider any measures which might be suggested for adoption in India as 
being calculated to promote the re-esfcabli||iraent of the value of silver/' I 
feel strongly the importance of resorting to any sound and well-considered 
proposals calculated to produce that effect; I have already concurred with my 
colleagues in submitting such proposals to the Secretary of State; and I shall 
be at all times prepared to support any further measures having that object 
in view, which are not inconsistent with sound economical principles, after they 
have received that cautious and deliberate examination to which all measures 
affecting the currency ought always, as it seems to me, to be submitted. 
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Despatch from tbb Government or India, to the Secretary of State ton 
India, No, 45, dated 2nd February 1886. 

On the 12th instant, we addressed to Your Lordship the telegram,* of 
which a copy is appended to this despatch, on the subject of the present 
uncertainty regarding* the future relative value of gold and silver, and we now 
desire to lay before Your Lordship a statement of the grounds on which we 
consider it desirable that an attempt should be made, at the present time, to 
1 ring about a renewal of the discussion of a question which is of vital 
importance to our finances, and of which, up to the present date, no satisfac- 
tory solution has been obtained. 

In doing so, it will be necessary for us to refer to the facts of past; years, 
but we shall refer to them briefly, and only at such length as is required to 
explain our general line of argument. 

2. The immediate cause of the wide departure from the old ratio of 
exchange between gold and silver, which has been witnessed within the last 
twelve years, was the abandonment of the free coinage of silver by the Latin 
Union in 1874, and this date may conveniently be taken as our starting point. 

The stoppage of the free coinage of silver by the Latin Union led to a 
rapid and heavy fall in the gold price of silver, the average rates obtained in 
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3. The fall in the rate of exchange between India and England imposed 
upon the Indian finances a heavy burden, and the financial embarrassment 
which it caused was aggravated by increased expenditure in connection with 
the Bengal Famine in 1873 and 1874 and the Madras and Bombay Famines in 
1876, 1877, and 1S78, as well as by heavy expenditure on military operations 
in Afghanistan in 1879-80 and 1880-81. Speaking generally, the period of 
financial pressure to which we refer may be said to have extended from 1873-74 
to 1830-81, and to have .involved increased taxation, large reductions in 
public works expenditure, and a heavy addition to the gold debt held in 
England. Ultimately, when war and famine ceased, the growth of revenue 
under the influence of good harvests and consequent general prosperity proved 
to he move than sufficient to cover the increased expenditure due to loss 
by exchange and other causes, and the financial difficulties of the Government 
of India had completely disappeared in .188.’-82, the surplus of that year 
being no less than £2,582,000. 

4. The satisfactory state of the finances in the beginning of 1882 enabled 
the Government of Lord ftipon to make large remissions of taxation. 

At that time, the state of the exchange between India and England justi¬ 
fied the adoption in the estimates of Is. 8 d. per rupee as the rate for the home 
remittances of the Indian Government during the coming year. 


* Not printed in this volume. 




Between' March. 1.882 and March 1885, however, the decline in the 
exchange value of the rupee', apart from merely temporary fluctuations due to 
special causes, was continuous though not rapid,, anrl in framing the estimates 
of 1885-86, it was not considered safe to take a higher rate than 1*. M. 

Notwithstanding the additional burden imposed on the Indian finances by 
the fall of a penny in the rupee, which occurred in the three years above 
referred to, the steady growth of the revenue more than covered the additional 
loss by exchange, and the estimates of 1885-86 showed that the actual 
position of the finances was thoroughly sound, and that there was a. larger 
margin of reserve than there had been in 1882-88, the year immediately 
following the remissions of taxation made by Lord ttipon. 

5. Although the actual position of the finances was, as we have just said, 
thoroughly sound in March 1885, we had at that time in prospect the possi¬ 
bility of largely increased, expenditure which caused us serious anxiety, and to 
which special reference was made in the Financial Statement for 1885-86. 

When we entered on the year 1885-86, we were committed to an extensive 
programme for the construction of Famine Railways to be carried out in the 
course of about five years ; these Railways, however valuable for the protection 
of the country against the effects of famine, could not be expected for many 
years to yield returns adequate to cover the interest charge on the cost of con¬ 
struction ; we had also in hand the construction of two costly Frontier Rail¬ 
ways, namely, the Sind-Pishin, which cannot be expected to give a full direct 
return for the money spent on it, and the Sind-Sagar, 

We were, however, able to set aside £500,000 in the estimates of 1885-86 
as a charge against revenue on account of the cost of the Sind-Pisbin Bailway, 
and we had every reason to anticipate that, in the absence of special disturbing 
causes, our resources would be adequate to meet the demands on account of 
Famine Railways. 

The apprehensions which we expressed in March 1885 have, unfortunately, 
been realised. 

The year 1885-86 had not actually opened when it was found necessary to 
make extensive military preparations which have caused a deficit that must 
add in some degree to the permanent burdens of the future. 

A system of Coast and Frontier defences as well as certain additions to 
the Frontier Railways was also found necessary during the year, and the 
increase to the Native and European Army, which Las been sanctioned, will 
ultimately cost not less than £1,500,000 yearly. We cannot doubt that the 
total additional expenditure to be incurred for the defence of the country will, 
in the course of a. very few years, exceed, rather than fall short of, £2,000,000 
yearly. 

6. An additional charge of £2,000,000, suddenly imposed, would at any 
tipie seriously embarrass the finances of India, and the increase of expenditure 
for the defence of the country has‘coincided with a heavy fall in the gold value 
of the rupee. 

The rate of exchange, which was is. Id. when the financial arrangements 
for 1885-86 were made, is now below 1#. 6<A, and the addition to our annual 
expenditure on this account will not be less than £1,000,tOO. 

7. 'The increased expenditure on account of the Army, on account of 
Frontier Railways, and on account of Coast and Frontier defences, must be 
accepted as due to the action of a foreign power whose policy is beyond our 
control, and whom we can only influence indirectly, except in so far as our 
military preparations place us in a position to repel aggression. Rut we do 




not, and cannot, admit that the fluctuations in the relative value of gold 
and silver are beyond control, or that it is impossible, by international agree¬ 
ment, to confine these fluctuations within the limits which prevailed up to 
1873'. 

If, as we believe, it is possible to secure a stable ratio between gold and 
silver, a serious responsibility will rest both on the Government of India and 
on Her Majesty's Government, if they neglect any legitimate means to bring 
about this result. We need not again refer to the financial difficulties which 
embarrassed the Government of India between 1873 and 1881, but we desire to 
call Your Lordship's earnest attention to the fact that between March 1882 
and the present date the fall in the exchange value of the rupee has imposed 
upon our finances a burden of nearly equal magnitude with that which has 
been thought necessary for the defence of India on account of the approach 
towards her frontier of one of the great military powers of Europe. It may 
be that the fall in exchange has reached its limit for the time, but we have, at 
this moment, no guarantee that the burden of £2,000,0(H) yearly to which we 
have just referred will not, either within a very few months or at some future 
time, more, or less remote, he increased two-fold by the decision which the 
United States of America may pronounce on a question affecting her internal 
system of currency, in dealing with which she is not bound, and cannot be 
expected, to consult the interests of India in the slightest degree. 

8. The fall in the gold value of the rupee which has occurred during the 
past year is mainly due to speculation regarding the repeal or modification of 
the Bland Act by America, and its effect is to add a crore of rupees to our 
burdens in the course of a single year. 

Our financial position is affected from day to day by the continuous fall in 
the rate of exchange, the forecasts which we make of our probable expenditure 
are no sooner oompleted than they prove to be worthless, and the best-con¬ 
sidered financial arrangements may be upset at any hour by a telegram regard¬ 
ing the probable action of political parties in a distant country with which we 
have but a very slight connection either from a political or commercial point 
of view. _ _ 

This state of affairs would be an evil of the greatest magnitude in any 
country in the world; in a country snob as India it is pregnant with danger. 
A very few months ago we submitted for Your Lordship's approval a state¬ 
ment of the financial measures by which we hoped to be placed in a position 
to meet the additional expenditure which would fall on us during the next 
few years. Our proposals had hardly received Your Lordship's sanction, and 
a Bill been introduced into the Legislative Council for the purpose of impos¬ 
ing a modified Income Tax, when disquieting rumoujs-regarding the probable 
action of the U nited States of America caused a furtnw fall in exchange, and 
it became evident that wo coukl not count on obtaining in 1886-87 even an 
average of L*. 6d. per rupee. 

At the very moment when this Despatch was being drafted, it was reported 
by telegram that an American statesman and an American newspaper bad 
expressed an opinion that the Bland Act would not be repealed, and imme¬ 
diately there was a perceptible rise in the rate of exchange. 

It is no exaggeration to pronounce such a state of affair to be from our 
point of view intolerable. 

9. India enjoys, at the present time, complete internal tranquillity, and, 
with the exception of the comparatively unimportant military expedition to 
Upper Burma, she is at peace with all the world; the harvest just reaped has 


beet* a good one, and the coming harvest promises to be above the-average ; 
the opium reserve stands high, Railways bring in an increasing? revenue, and 
though the increased military expenditure is a heavy burden, it is one which 
is, to some extent, within our control, and which need not he incurred to the 
full amount immediately. In such circumstances, we might expect to be able 
to look forward with confidence to the issue of the 'Financial Statement for 
I8HG 87 in March next. But we cannot do so. If the Bland Act is main¬ 
tained as at present, exchange may rise to Is. Id. per rupee; if it; is modified 
or repealed, it may fall to Is. Eor to Is. 4td. or even lower. The difference 
in our expenditure between a rate of Is. Id. and a rate of I*. 4 d, is more than 
£3,000,000, and no foresight will enable us to remove this element of uncer¬ 
tainty from our estimates. The reductions which we hope to effect, as well as 
the addition to our revenue by taxation which we are about to impose, are 
liable to be swallowed up in an instant by the action of political parties in the 
United States of America with whose motives and intentions we can hardly bo 
said to be acquainted. 

The soundness of our estimates for 1336*87 depends, not on the existing 
state of our finances, nor on the probable revenue of the coming year, nor on 
expenditure which we can control, but on the balance of political parties in 
regard to the currency of a foreign and distant country. 

10, We do not hesitate to repeat that the facts, set forth in the preceding 
paragraphs, are, from the point of view of Indian interests, intolerable; and 
the evils which we have enumerated do not exhaust the catalogue. Uncer¬ 
tainty regarding the future of silver discourages the investment of capital in 
India, and we find it impossible to borrow in silver except at an excessive cost. 

On the other hand, the Frontier and Famine Railways which we propose 
to construct, and the Coast and Frontier defences which we have planned, are 
imperatively required and cannot be postponed indefinitely. 

We are forced, therefore, either t,o increase our sterling liabilities, to 
which course there are so many objections, or to do without the Railways 
required for the commercial development of the country, and its protection 
against invasion and the effects of famine. The abandonment of the Frontier 
and Famine Railways we have in hand would be a wasteful measure, and is 
practically impossible. They must, be completed, and even a temporary check 
to their progress is greatly to be deprecated. If a stable ratio between gold 
and silver cannot he secured, we must continue to add to the gold debt of 
India, though we are fully aware of the objections to borrowing largely in 
England in a time of peace, and view with apprehension the additional burden 
which will be imposed on India when borrowing in England ceases, and 
the remittances from India must be increased in order to pay the interest 
charge on au increased gold debt. 

11. Nor can the difficulties which local bodies experience in borrowing 
in India be overlooked. The Municipalities of Bombay and Calcutta require 
large sums for sanitary improvements, but the high rate of interest which they 
must pay for silver loans operates t,o deter them from undertaking expensive 
works, and we need hardly remind Your Lordship that it has quite recently 
been found necessary for Government to undertake to lend the money, required 
for the construction of Docks at Calcutta and Bombay, and that when the 
Port Commissioners of Calcutta attempted to raise a loan of 75 lakhs of rupees 
in September 1885, guaranteed by the Government of India, the total amount 
of tenders was only R40,200, and no portion of this insignificant amount was 
offered at par. At this moment the Port Commissioners of Calcutta are 


raising a loan of 80 lakhs on which they offer 5£ per cent, interest, although 
in June 1881 they raised a 44 per cent, loan at 6| premium. 

In June 1881 the 3| per'cent, .gold debt of India stood at £102| ; at 
present it stands at £100 f. The higher rate of interest which local bodies 
have now to pay appears therefore to be mainly caused by the prevailing 
distrust of silver securities duo to the uncertainty regarding- the future of 
sijvBr# 

The interests of the European officers of our Government also demand 
recognition. The additional cost of remittances to Europe onaeoount of their 
families now forms a heavy item in their expenditure, and officers whose pen¬ 
sions are fixed in rupees find their resources seriously crippled on retirement 
and return to England. The fact that the modified Income Tax.which is under 
consideration must add to the burdens of the more poorly paid of these officers 
has been » matter for serious consideration in deciding whether this form of 
taxation should be introduced or not, and although the general considerations 
involved are too important to permit of our abandoning the Tax on the ground 
above indicated, we cannot doubt that the imposition of an Income Tax on 
those who have already suffered very largely by the fall In exchange will greatly 
add to the unpopularity of that measure and to the difficulty experienced in 

working it, ....... 

12, YVe also desire to represent for Your Lordship’s special consideration 
that the present state of affairs would oonstituto'a serious additional danger iu 
the case of a war with a great power, involving heavy expenditure. 

The money required for carrying mi a great war could only be obtained 
by borrowing in Europe and in gold ; the rate of exchange would be tempo¬ 
rarily raised thereby ; and it is even possible that some of the countries which 
now hold a large amount of silver coin rated at a value in excess of its present 
market price, might take the opportunity to relieve themselves of a portion of 
their silver currency. 

The strain on the Indian finances would be excessive, and possibly more 
than they could boar, when we were called on to remit to England the interest 
on the money we had borrowed, while at the same time the rupee was subjected 
to a further depreciation of indefinite amount. 

On this ground alone, it seems to us that sound policy requires an attempt 
to be made to’secure a stable ratio betvieen gold and silver. 

18. In addressing Your Lordship we, naturally, base our main arguments 
on the difficulties which affect the Indian finances ; but the dangers and diffi¬ 
culties arising from the preseut state of things are, in our opinion, by no 
means confined to India, or to those countries which hold a large amount of 

silver valued above its present market price. # t 

We will not discuss the vexed question of the appreciation of gold : any 
such, discussion would be out of place iu the limits of a despatch ; but author¬ 
ities of eminence have held that any further restriction of the use of silver as a 
medium of exchange would be productive of grave evils, and we would draw 
Your Lordship’s attention to the remarks made by the English Commissioners 
at the International Monetary Conference of 1878, and which they thought of 
sufficient importance to repeat in their Report, dated 27th November 1878, to 
the Lords Commissioners of Her Majesty's Treasury— 

<< W1 \ i 1 g putting aside entirely tho question of tho double standard, there wa > anothei 
question which appeared to be practical and useful to put, viz., assuming that the genera, 
double standard proposed by the United States could not be adopted, what would be the 
future of silver ; towards what aim ought the various States to direct their efforts t* ibis 
&im wo considered to bo to keep silver io. the position which itoooupie^ at present *he 





partner or natural ally of gold in all parts of the world where it might be possible to do so. 
We considered that a campaign undertaken against silver would be exceedingly dangerous, 
even for the countries who have given a position as legal tender only to gold,’ 1 

We do not desire to do mote than merely allude to this aspect of the ques¬ 
tion, and shall content ourselves with remarking that a heavy fall in gold 
prices has in point of fact coincided with the partial demonetization of silver, 
and that further progress in the same direction could not be viewed otherwise 
than with apprehension by the nations concerned. 

Attached to this despatch will be found a statement showing the prices 
of wheat and of cotton in England and in India since 1870 ; the English 
prices are in gold, the Indian prices in silver, and it will be seen that there 
has been a much heavier fall in English than in Indian prices. 

We do not believe that the entire fall in the English prices of either 
wheat or cotton is due to the fall in the rate of exchange, but we see no reason 
to doubt that the rate of exchange has had a material influence in bringing 
about this fall. As an illustration of the far-reaching effects of any consider¬ 
able change in the relative value of gold and silver and of the economic disturb¬ 
ance which it causes, we would call Your Lordship's special attention to the 
fact that the Indian cultivator of wheat and cotton appears to have actually 
gained, while the English and American producer of these commodities has 
suffered, by the fall in the rate of exchange. 

14. The discussions, which have taken place since Germany began the 
demonetization of sil^er in 1871, have shown that the complete demonetiza¬ 
tion of either gold or silver is an impossibility, and that any further progress 
in substituting gold for silver would be productive of widespread evils which 
would increase in magnitude the further the process was carried, Moreover, 
the interests of the whole world are now so closely bound together by com¬ 
mercial relations, that even a country which looked exclusively to its own 
i devests could not afford in the present day to preserve a position of absolute 
isolation. This argument is of special force when the two countries are so 
intimately connected as are India and England, and we would earnestly press 
upon Your Lordship the importance of losing no opportunity that may offer 
of promoting remedial measures for the evils from which we and, in our 
opinion, other countries are now suffering. 

Although we have for a series of years escaped the evils of famine, our 
financial position is no better than it was in 1874-75. We are again suffering 
from a fall in the gold value of the rupee, and even if we tide over our present 
difficulties, we have no reason to suppose that similar difficulties will not recur 
again, and possibly in an aggravated form, and at a time when we shall be in 
a worse position to encounter them. The words used by Lord Lytton's Gov¬ 
ernment in a despatch, dated 9th November 1878, might be applied, almost 
literally, to the circumstances of the present day :—• 

u At the present time, when political events may throw upon India new burdens of 
unttsnai magnitude, the position of our Government in relation to this question assumes a 
character of extreme gravity. Whether, if such demands upon us arise, they would require 
us to have resort to increased taxation to provide additional resources for the service of the 
year, or to loans to meet sadden Or unusual charges, or, as may bo more probable, to a com¬ 
bination of the two, the anxiety that will attend our Financial Administration must bo very 
great; and if the holders of silver should, under any -combination of eircumstanoes, throw 
any considerable quantity on the market, as is at all events possible, the consequences to 
India might be financially disastrous. How a sudden call to supply by taxation a million 
or move to provide for further loss by exchange, and one or two millions for war charges 
could ba met, we are at a loss to know ; yet that such demands might arise, no one can say 
is so improbable as to remove them from a serious claim on our attention. The prospects of a 


loan In such a case would not be much more satisfactory. Any temporary relief obtained by 
borrowing in England would be more than compensated by the increased burdens created m 
the future, and the necessary tendency of things would be to go from bad to worse. 

The question of the future relations of gold and silver has been allowed to 
drift for fully twelve years, and our difficulties are as great as were those of out 
predecessors'in 1874 and 1878} if remedial measures are not adopted in time, 
our successors will employ the same language that Lord Lyfcton s Govern* 
ment used in 1878, and that we find it necessary to repeat in the present day, 
and their words will come with all the greater weight because they will be 

used in the presence of actual danger to the empire. 

15. The difficulties ami uncertainties at all times inseparable from Indian 
finance are such that no cause of apprehension which can be removed should be 
allowed to remain a day longer than can bo helped. .No efforts whicli the 
Government of Tndia or Your 1'ordship can make will a fleet the vicissitudes of 
good or bad seasons, and no foresight or sagacity will^ render us absolutely 
secure from war, or remove the uncertainties regarding the opium revenue. 
But the establishment of a fixed ratio between gold and silver is not beyond 
the possibility of human control, and the ordinary prudence requires that steps 
should be taken to remove every preventable cause of future financial embar¬ 
rassment. Your Lordship will no doubt be guided by circumstances m 
deciding on the time and manner which may appear most opportune for action, 
but, looking to the vast importance which the question possesses for the Gov¬ 
ernment and people of India, we think Your Lordship would be justified m 
taking the initiative in promoting a conference for the consideration of reme¬ 
dial measures. TOO 1 

The International Monetary Confei , ence ;5 which, met au Pans in IbSl, was 

adjourned to 1882, in order to give an opportunity for diplomatic negotiations 
between the States interested in the monetary question. Subsequently, as wo 
were informed in Lord Hartington’s Despatch No. 187, dated 4th May 1882, 
the Conference was postponed until a still later date. Since Lord Haitington s 
Despatch of 4th May 1882, we have not received any further communication 
on the subject, and we can only infer that it was found impossible to frame 
positive proposals, which would be generally acceptable to the States con¬ 
cerned. , ,, .. 

B-econt events have, however, brought into greater prominence the evils 

with which the world is threatened by the state oi the currency in the United 
States of America and in the countries comprised in the Latin Union, and the 
present time would appear to be a favourable one for re-opemng the whole 
question. Even if Your Lordship see no prospect of immediate success, we 
should still recommend that the question be raised again. The evils connected 
with the present state of allairs are so serious that the adoption sooner or later 
by international agreement of measures which will bring about a stable ratio 
between gold and silver appears to us to be only a question of time. A wide 
and general discussion of the question is essential to the formation of a body 
of public opinion sufficient to enforce a final settlement, and the sooner a final 
settlement is taken iu hand, the easier it will be to carry out, and the more 
satisfactory to ah concerned will be the result. 




XLI. 


Despatch prom the Secretary op State por India, to the Government o p 
India, No. 194, dated 8th July 1886. 


In continuation of Lord Randolph ChurchiIPs Despatch of the 

28th of January, No. 20, * I transmit, for 
tT« t.Rn TnmaniMr. iTt.li March tlie information of Your Excellency, a copy 




settlement of the exchauge question, being 


brought about by International Agreement. 

2. Your Excellency will perceive that it would have been useless to prose 
on the Treasury the suggestion made in your teleg am of the 29th of May.* 

From J. A. QOVIRY, E$q., to the Secretary, Treasury, dated 17th 


March 1886. 



State for India in Council to forward a copy of a letter J whioh has now been 


received from the Government of India on the subject. 

From HENRY H, Fowler, Msq. t to the Under Secretary of State for India , No, 


1728-4707, dated 31st May 1886 . 


The Lords Commissioners of Her Majesty's Treasury have had before 
them your letter of the 28th January last, in which Lord Randolph Churchill 


in Council called the attention, of their Lordships to the very serious difficul¬ 
ties which are being caused in the financial administration of India through the 
continued fall in the price of silver in relation to gold, and the uncertainty 


which exists as to the future exchange value of the rupee. 

2. I am to observe, in the first place, that this letter appears to be based 
on a brief telegram from the Government of India, dated the 12th January/ 
a eopy of which accompanied your letter of the 17th March* 

8. In that telegram the Government of India adverts to the well-known 
fact that the Indian Exchequer sutlers from a depression in the value of silver; 
but, as* regards the remedy to be applied to that evil, they simply state that 
tf the interests of British India imperatively demand that a determined effort 
should be made to settle the silver question by international agreement." They 
insist upon the necessity of “a solution of the silver question," and "earnestly 
commend the question to the early consideration of Her Majesty's Govern¬ 
ment." But they offer no definite indication of the nature of tne international 
agreement, which should supply the solution of the silver question. 

4. The letter addressed by Lord Randolph Churchill to this Department 
on the 26th January indicates the mischiefs arising from the depression and 
fluctuation in value of silver upon the Indian revenue; it points out the 
difficulties in the way of additional taxation, and the obstacles to the negotia« 
tion of necessary loans, due to the fall in silver, 'these disadvantageous 
circumstances are, and have long been, well known to every one who is 
conversant with Indian finance. But Lord Randolph Churchill's letter seems 
to supply no more definite suggestion as to tne desired or possible remedy 


* Not printed in this rolnnid. 



that! is to be found in the telegram of the Indian Government. He state* 
that “ the Secretary of State for India in Council cannot avoid the conclusion 
that it is imperatively necessary to make every effort to find some remedial 
measures which will, release the Government of India from the position in 
which it- is now placed.” What those remedial' measures ought to he is no¬ 
where stated either by the Indian Government or by the Secretary of State in 
Council. Lord Randolph Churchill most earnestly presses upon my Lords 
the importance of making every endeavour that is possible to bring about by 
international agreement some settlement of the question how the free coinage 
of silver may be revived, and the comparative stability of the relative value of 
gold and silver may be insured. What my Lords would have been glad to 
have learned would have been the definite views of the Government of 
India and the Secretary of State as to the particular means by which these 
objects were to be effected. 

5. Since Lord Randolph Churchill's letter of the 26th January, a Despatch 
from the Government of India, dated Calcutta, 2nd February, was received and 
reached this Department on the 17th March. That Despatch sets out the 
grounds upon which the telegram of the 12th January was founded. It 
adverts to the fall in the value of silver, to the loss upon exchanges, to the 
great increase of Indian expenditure, to the disadvantages both to the Public 
Exchequer and to the private interests of the European officers of the Indian 
-Government arising from the additional cost of remittance, and also to the 
fact that corresponding advantages are “ actually gained by the Indian culti¬ 
vator of wheat and cotton,” a circumstance which can hardly be regarded as 
injurious to the Native community of India. This state of things is declared 
to be intolerable. 

6. As a result of this review of the inconveniences caused bv the depression 
in the value of silver, the Government of India express their opinion (para¬ 
graph 15) that, though many elements in human affairs may be uncertain, 
and “ no efforts which the Government of India or the Secretary of State can 
make will affect the vicissitudes of goed or bad seasons, and no foresight or 
sagacity will render us absolutely secure from war or remove the uncertainties 
regarding the opium revenue,” yet there remains one thing which is ** not 
beyond the possibility of human control,” and that is u the establishment of 
a fixed ratio between gold and silver.” The proposition thus stated ae' an 
undoubted axiom is, however, one of the most disputable and disputed points 
in economic science. My Lords may, in, passing, compare with this state¬ 
ment the declaration recorded by Mr. Goscben, Mr. Gibbs, and Sir Thomas 
Seecombe, a? the representatives of Her Majesty?* Government at the Inter¬ 
national Monetary Conference of 1878, that “the establishment of a fixed 
ratio between gold and silver was utterly impracticable I"’ The Indian Gov¬ 
ernment further express their belief (paragraph 7 ) that itis possible to “secure 
a stable ratio between goid and silver,” and that “ a serious responsibility 
will rest both on the Government of India and on Her Majesty's Government 
if they neglect any legitimate means to bring about this result.” It would, 
however, have been more satisfactory if the Indian Government had under¬ 
taken to explain the grounds of their confidence that a stable ratio between 
gold and silver can be established, and the methods by which this is to be 
accomplished. 

7. It is the more remarkable, that the Government of India and the 
Secretary of State should have confined their observations to these very 
general propositions, considering that all the facts, so far as they are material, 


have Wain previously discussed between the India Office nnd this Department 
at a time when the'Indian Government submitted definite proposals for the 
remedy of the evils complained of. Those proposals wore then carefully 
examined, and pronounced to be inadmissible. There is little that is new in 
the present state of the facts or which could affect the principles on which the 
discussion was then based. The loss to the Indian Exchequer at that time, 
though not so great as at the present time, amounted to three millions and a 
quarter, and the arguments then alleged against schemes with a view to alter¬ 
ations in the currency remain in full force. In renewing the subject it 
might have been desired that the Indian Government should have given some 
reply to the reasons; which have hitherto prevailed against their proposals, and 
bad shown that they had some scheme now in view which was not obnoxious 

to similar objections. . 

8. In December 1878 Lord Oanbrook, then Secretary of State for India, 
forwarded to the then Chancellor of the Exchequer (Sir Stafford Northcote), 
without any expression of opinion, two Despatches from the Government ot 
India, containing certain proposed remedies for the evils arising out of the 
depression in the value of silver, which were then in full force. *n the only 
one of those despatches to which reference need here bo made, after unfavour-* 
able reference to previous suggestions, (X) that a gold standard and gold cur¬ 
rency should be introduced into India, and (2) that the weight of silver in the 
rupee should be increased, it was proposed to limit the tree coinage ot silver at 
the Indian mints., The intention of this change was to introduce into India a 
gold standard while retaining its native silver currency, the ratio between the 
currency unit (the rupee) and the standard (the sovereign) being fixed arbi¬ 
trarily by the Government. The means for attaining this end are worked out 
in the Despatch with great elaboration of detail. < 

9. This Despatch and its proposals were submitted by Lord Cranbrootc, on 
behalf of the Indian Government^ and Sir Stafford Northcofce, as Chancellor 
of the Exchequer, to a committee consisting of Sir Louis Mallet, Mr. Edward 
Stanhope, M.P., Sir Thomas Seecombe, Mr. (now Sir Thomas) Farcer, Mr. 
{now Sir Reginald) Welby, Mr. Giffen, and Mr. Arthur Ralfour, M.P. 
These gentlemen reported, on the 80th April 18 1 9, that, having examined 
the proposals contained in the Despatch, they were unanimously of opinion 
that they could not recommend them for the sanction of Her Majesty e Gov* 

10 . Subsequently, on the 24th November 1879, the treasury replied in 
detail to the proposals of the Indian Government, in the first part of that 
letter, which summarizes the case as stated in the Despatch, i am to call the 
particular attention of the Secretary of State to the following passages, which 

seem to apply with equal force to the present situation ; 

“ My Lords need not point out that a change of the Currency Laws is onoofthoniosfc 
difficult tasks which a Government can u ndertake and that it »> most 

hastily and-under the influence of the pressure of the moment, or of an apprJicns.onlof 
uncertain consequences, upon a subject so complicated in i an so V'.F* . l ... » 

individual of the community, in ita bearing upon the transactions and obligations of daily 

ll£S> « It is not proved that increase or readjustment of taxation must necessarily be the con- 
sequence of mate* remaining as they are, for nothing is said about, reduction of expendi¬ 
ture and equilibrium betweeu income and expenditure may be regained ny economy ot 
expireincrease of taxation. Further the cost of incre^e of salaries may 

be met. or at least reduced, by a careful revision of establishments. , , 

«M V Lords muj?t point out that there la litile or nothing m the ue^patoh to nhow 
precise »Lre of thefnjSry>oh the trade of, India, in the opinion of the Government of 
udia, has sustained through the fall *.>£ silver. . 9 f ? 


** It lias not yet been established whether the variations in the relations between gold 
and silver may not have been caused by appreciation of the former metal as well as by depre¬ 
ciation of the latter, or’by a combination of both, if appreciation of gold enter into the 
calculation, the effect bn the loss by exchange mast evidently differ from that caused by 
depreciation of silver alone. _ - 

“Nor can my Lords admit that the responsibility for doing nothing is ns groat as that 
for doing something. The present evils are not the results of any Governmental action, 
while the responsibility of the proposed scheme would rest wholly with the Government. It 
is better to sit still than to have recourse, under the influence of panic, to cmde legislation, 
the result of which cannot be foretold, and the effect of which cannot be measured. 

“ A perusal of the Despatch leads to the conclusion that the Government of India are 
especially anxious to put an end to the competition of silver against their own bills as a 
means of remittance to India. But my Lords must aek whether this would be more than a 
transfer of their own burthen toother shoulders; if so, who would eventually boar the loss, 
and what, would he the effect on the credit of the Government ami on the commerce of 
India P” 

The Treasury then proceed to point out at length the objections which 
they entertain to the then proposals of the Indian Government, and sum up 
their effects as follows :~— 

“ If the present state of exchange be due to the depreciation of silver, tbo Government 
scheme, if it succeeds, may relieve— 

“ (1) The Indian Government from the inconvenience of a nominal readjustment, of 
taxation, in order to meet the loss by exchange on the home remittances, 

#< (2) Civil servants and other Englishmen who arc serving and working in India, 
and who desire to remit money to England. 

“ (3) Englishmen who have money placed or invested in India which they wish to 
remit to England. 

" But this relief will be given at the expense of the Indian taxpayer, and with the effect 
of increasing every debt or fixed payment in India, including debts due by ryots to money¬ 
lenders; while its effect will be materially qualified, so far as the Government are concerned, 
by the enhancement or the public obligations in India, which have been contracted on a 
silver basis.” 

The Treasury fiud no reason stated in the Despatch of the Government of 
India in the present year which induces them to dissent from the conclusions 
thus set forth on the authority of Sir Stafford Northeote as to the results of 
any attempt artificially to enhance the gold price of silver. 

IK Whilst it is admitted that some benefit might be derived by the 
European officers of our Government from the proposed measures, it is shown 
how injurious would be their effect upon the Indian taxpayer. Since that 
time, the great stimulus which the fall in the value of silver is believed to 
have given to the export trade of Hindustan, and the great addition, which 
has accrued in consequence to its commercial wealth and the industry of its 
people, reinforce the warning then given against rashly meddling with a con¬ 
dition of things which may well have brought to the people of India more of 
advantage than of loss. It is impossible to regard this question exclusively 
from the point of view either of the Indian Exchequer or of the Anglo-Indian 
official without a corresponding regard to the general effect of the fa!! in the 
gold price of silver upon the trade and prosperity of the great mass of the 
population. It may be that the loss sustained by the revenue on the exchange 
has been far more than counterbalanced by the augmented wealth derived 
from the Indian export trade, which is known to have advanced in recent 
year?. <f by leaps and bounds/” This view of the matter is well given by 
Mr, D. Barbour, Financial Secretary to the Government of India, at pages 149 
and 158 of his recent work on n The Theory of Bimetallism/* ’,vhere he sains 
tip the question of gain or loss to India from the recent changes in the ratio 
between the precious metals •— 

** The progress of the Indian Revenue shows that the general prosperity of the conntry, 
which is largely duo to the gtability of price maintained by the partial demonetization of 


illver, veiy mfctflnally'counterbalances, evon from a purely financial point of view, the 
ill creasing burthen thrown on the Government of India by the fall in the rate 01 exchange. 

“India has suffered from the partial demonetization of silver, because bor obligation# 
contracted in gold now impose a heavier burden on her than they otherwise would have done, 
because capitalists whoso tesonrcee are in gold hesitate 10 invest money in a country wlier© 
tho standard k silver, and because an additional uncertainty has been introduced into all 
eomnieroial transactions between silver and gold-using; countries. On the other hand, the 
partial deinonetijEation of silver has prevented 3 fall of prices in India, and has thereby con** 
i erred a boon of immense value on the conn try. Grievous as is the burden which ^ the eo* 
called loss by exchange imposes on Indian finance, and difficult as it Ib for the Indian Gov¬ 
ernment to recruit its resources by additional taxation, I should, if I were forced to strike n 
balance behvireen the gain, and the loss, hesitate to say that on the whole India lias, up to the 
present date, been a loser.” 

(See also the facts and figures set forth in the same work at pages 145— 

12. The Despatch of the 2nd February, from (he Government of India, 
seems, so far as it suggests any practical course of action, to point especially 
to nn International Conference on the silver question ; and it is therefore 
necessary to consider what has already been done iu that direction. In 1&78 
an International Conference was held at Paris, at which Her Majesty’s Gov¬ 
ernment was represented by Mr. Gosehen, Mr, H, H» Gibbs, and Sir Thomas 
Seccombe, Financial Secretary at the India Office. At that Conference the 
United States Commissioners put forward the following propositions 

“It is the opinion of this assembly that it is o otto be desired that silver should he 
excluded from free coinage in Europe and the United States of America. On the contrary, 
the assembly believes that it is desirable that the unrestricted eoifiage ol silver and its nee 
as money of unlimited legal tender should be fetained where they exist and, as far as 
practicable, restored where they have ceased to exist. 

“ 2. The use of both gold and silver as unlimited legal tender money may be safely 
adapted— $ iV ' ;. ■ ; ' y.■ V' pi 

“ (1) By equalizing them at a ratio to be fixed by international agreement. 

“(2) By granting to each metal, at the relation fixed, equal toms of coinage 
making no discrimination between them.” 

Iu answer to these propositions the following Resolutions were proposed 
by the French and English Delegates, and carried by a large majority 

“ 1. That it is necessary to mainiain in the world the monetary functions of silver as 
well as those of gold, but that the selection for use of one or the other of these two metals, 
or of both simultaneously, shou ld be governed by the spaoial situation of each State or group 
of States. 

“2. That the question of the restriction of the mintage of silver should equally be left 
to the discretion of each State or group of States, according to the pavticulsr position in 
which they may be placed ; anfi the more in that the disturbance which in recent years haa 
boon produced in the silver market has variously affected the monetary situation of the 
several countries. 

“ 8. That the differences of opinion which have appeared, and the fact that even the 
States in which the double standard exists, find it impossible to enter into any engagement 
with regard to the unlimited coinage of silver, preclude the discussion of the question of 
establishing an international relation of value between the two metals/ 

To this Mr. Goeehen added a declaration that he and his colleagues, 
“ while not in favour of the universal adoption of a single gold standard, con¬ 
sidered that the establishment of a fixed ratio of gold and silver was utterly 
impracticable, and that they were opposed to a system of currency based upon 
a double standard.” (See Report of Mr. Fremantle, House of Commons 
Paper No. 221 of 1882.) 

13. In 1881 Her Majesty’s Government consented to taka port in another 
Conference also at Paris, the correspondence connected with which is contained 
in the House of Commons Paper 449 of 1881. The views of the Treasury at 


that time are stated in letters of the I lt.h March (page'3) and 21st April 
(page 11), of which the following passages give the substance « 

“ My L>rds must point out that changes in monetary policy, affecting as they do, the 
daily transactions of every class of the community, are of so-grave a character, that they 
ought not to bo discussed unless there be reasonable ground for anticipating a practical 
result. 

“The United Kingdom has, since 1816 , confined itself to a single standard of value- 
gold, The policy of a single standard has been accepted by Governments of all parties 
and by the people. An en tire change in public opinion must take place before a change 
of monetary policy in this country could be seriously contemplated- Such change of 
opinion baa, so for as my Lords can judge, not taken plane, and Her Majesty’s Government, 
therefore, oonld not undertake to assent, on behalf of the United Kingdom, to the principle 
of a double Standard.” 

Instructions were accordingly given to the British Delegate to inform the 
Conference that “ Her Majesty's Government cannot undertake to propose the 
adoption of the principle of a double standard of value in the United Kingdom." 
In a telegram from the Viceroy of the 18th May in that year (page 20, idem), 
the Government of India apparently disavow any bimetallic proposals, anil 
confine themselves to suggesting certain arrangements which might bo adopted 
for the purpose of giving stability to the price of silver. On the IOth June the 
Government of India wrote a Despatch containing certain suggestions on the 
subject, the most important of which was that ludia might properly join the 
proposed bimetallic Union if a sufficiently large number of other States did 
the same. Prom this, however, the Viceroy (Lord Ripon) and General Wilson 
dissented, as implying an acceptance of the bimetallic theory [idem, pages 33 
and foil.). On the 8th September, Lord Harrington, then Secretary of State 
for India, adverting to this Despatch, gave no countenance to the bimetallic 
view, and confined himself to supporting the conditions as agreed to by the 
English Delegates at the Conference ( idem , page 39), of which the only one 
for which India was responsible was the undertaking to coin silver freely in 
that country for a term of years, and to continue it as the legal tender to an 
unlimited extent if such an offer would facilitate the union of other nations in 
an agreement to allow free coinage of silver. The results of the Conference are 
summed up in Mr. Fremantle’s Report of the 2nd December 1881 (House 
of Commons Paper 221 of 1832), in which the views of Her Majesty's Gov¬ 
ernment are clearly stated (page 7) :—- 

“It has been the policy of this country to emancipate commercial transactions as 
far as possible from legal control, ami to impose no unnecessary restrictions upon the inter¬ 
change of commodities. T<» fix the relative value of gold and silver by law would be to 
enter upon a course directly at variance with this principle, and would be regarded as an 
arbitrary interference with a natural law, not justified by any pressing necessity. England 
would not hersolf take the initiative in making changes whiofa would have the effect of dis¬ 
turbing a monetary system under whioh she has enjoyed much prosperity, and which 
has generally commended itself to public mou of all parties. Before being called on to 
abandon her preseut monetary policy, she should be put in possession of the views deli¬ 
berately adopted by a consensus of important States, and should bo able to consider them in 
the light of her own experience and interests. To such a statement of views Her Majesty’s 
Government have more than once expressed their willingness to give respectful attention. 1 ' 

14. Since 1881 nothing seems to have occurred which should alter the 
views of the English Government or the Treasury, as expressed at various 
periods, on this question. My Lords are most anxious to consult the interests 
of India in this matter, and to do all in their power to promote them. But 
they must, first of all, be satisfied what those interests realty are) It has 
been shown above that the arguments do not lie all on one side ; that though 
the loss to the Indian revenue from the fall in the value of silver* may be 



considerable, and that much inconvenience may be caused to persons, like the- 
English officials in India, who have to remit money to England, yet, on the 
other band, in the opinion of persons beet calculated to form a judgment on 
the subject, great countervailing advantages have accrued to the trade and the 
people of India. My Lords would require much fuller information from this* 
point of view than is to be found ill the Despatches of the Indian Government 
before they coukl arrive at the conclusion, that upon a balance the alteration 
in the gold pvice of silver has been a disadvantage to the Indian community, 
or that an attempt to interfere with the natural operation of economic laws 
would result in solid benefit to the vast population for whose welfare we are 
■responsible. On the contrary, it is possible that an attempt to raise the 
price of silver might produce very disastrous effects upon the new developments 
'of the export trade of India. 

15. There are other causes which have much more obviously and certainly 
conduced to the financial difficulties of India than tho fall in the price of 
silver, which, indeed, as Mr. Barbour has pointed out, has been accompanied 
by, if it has not caused, a remarkable growth of the trade and the revenue of 
India in the most recent years. As has been already shown, the growth of 
revenue, taking into account the'remissions of taxation within the same period;, 
has been very large, hut the principal element which has determined the 
unfavourable condition of Indian finance, referred to in the Despatch of the 
Government of India, is the alarming growth of the expenditure. The obser¬ 
vation of the Treasury in 1879, a that nothing is said about reduction of 
expenditure, 0 seems to apply still more strongly to the existing situation, and 
it may be safely concluded that the control of its expenditure is far more 
within the reach of a Government than is the regulation of the market value 
of tho precious metals. 

16. It is obvious that Her Majesty's Government could take no measure® 
for summoning or co-operating in a now Monetary Conference until they had 
previously determined what policy they should initiate or oould assent to. 
Tlie whole subject is understood to be under the consideration of t,he Royal 
Commission on the Depression of Trade; but my Lords can find nothing in 
the correspondence and information before them which should induce them to 
depart from the instructions given to the representatives of this country at 
the Conference of 1881, 

From J. A. GODZEY, Esq., Under Secretary of State for India , to the Secretary, 

Treasury , dated 7th duly 1880. 

I ara directed by the Secretary of State for India in Council to acknow¬ 
ledge the receipt of your letter of the 81st of May, on the subject of the 
urgent request of the Government of India that a determined effort should be 
made to settle the silver question by international agreement. 

You observe that since 1881 nothing seems to have occurred which should 
alter the views of the English Government or the Treasury, as expressed at 
various periods, on this question ; that their Ltrdshi ps arc not convinced that 
upon a balance the alteration in the gold price of silver has been a disadvan¬ 
tage to the Indian community; on the contrary, they think it possible that 
an attempt to raise the price of silver might produce very disastrous effects 
upon the new developments of the export trade of India, They are further of 
opinion that the principal element which has determined’ the unfavourable 
condition of. Indian finance is the alarming growth of the expenditure j and they 



add that it is obvious that Her Majesty’s Government could take no mea¬ 
sures for summoning or co-operating in a new Monetary Conference until they 
bad previously determined what policy they should initiate or could assent to; 
they fire unable, however, to find anything in the correspondence and inform¬ 
ation before them which should induce them to depart from the instructions 
given to the representative of this country at the Conference of 1881, 

The Secretary of State iu Council must not be understood as admitting 
that the application made in my letter of the 26th of January is accurate!/ 
described as an “ attempt to raise the price of silver/' or that “ the principal 
element which has determined the unfavourable condition of Indian finance 
. „ is the alarming growth of the expenditure,” other 

than the extra expenditure resulting from the fall of exchange. 

His Lordship, however, considers that no good result is to be anticipated 
from £i discussion of this subject between two Departments of Her Majesty's 
Government; and, as you state that the whole matter is understood to be 
under the notice of the Royal Commission on the Depression of Trade, he 
trusts that another opportunity will be afforded, at an early date, for the consi¬ 
deration of this important question, in which the Government of India have 
so great an interest. 





XLII. 

Despatch from the Government op India, to the Secretary op M'ate for 
India, No, 277, dated 4th September 1886. 
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We have the honour to acknowledge receipt of Lord Kimberley’s Financial 
Despatch No. 194, dated 8th July 1886, forwarding a copy of correspondence 
with the Treasury on the subject of the settlement of the exchange question 
bv inter national agreement* 

2. In our Despatch No. 45, dated 2nd February 1886, we pressed upon 
Lord Randolph Churchill the extreme importance in the interests ot our Gov¬ 
ernment of settling the silver question by international agreement, and we 
observe with much satisfaction that in Mr. Godley’s letter of 26th January 
1886, addressed to the Lords Commissioners of Her Majesty’s Treasury, the 
Secretary of State for India in Council stated that he could not avoid “ the 
conclusion that it is imperatively necessary to make every effort to find some 
remedial measure which will relieve the Government of India from the position 
in which it is now placed/’ and that“ the comparative stability of the relative 
value of gold and silver ” was “essential for the regular course of trade” and 
“’of vital importance to India,” The Lords Commissioners of Her Majesty’s 
Treasury replied, in Mr. Fowler’s letter of 81st May 1886, to our proposals and 
to the communications made by the Secretary of State for India in Council, that 
they could take no measures for summoning, or co-operating in, a new 
Monetary Conference until they had previously determined what policy they 
should initiate, or conld assent to ,* that the whole question was understood to 
be under the consideration of the Royal Commission on the Depression of 
Trade ; and that there was nothing in the correspondence and information 
before the Lords Commissioners which should induce them to depart from the 
instructions given to the Representative of England at the Monetary Confer¬ 
ence of 1881. The instructions given to the English Delegate at that Con¬ 
ference were to the effect that “ he would assist at the meetings of the. Con¬ 
ference solely in order to be a medium of communication, and to afford 
. information which the Conference may require, but with no power of 
voting.” 

8. We observe that Your Lordship’s predecessor did not propose to con¬ 
tinue at present the discussion of this important mattev with the Treasury. 
We have no wish to question the expediency of this deoision , but, in view of, 
the probability of the subject being again taken into consideration, in compli¬ 
ance with the recommendations of the Royal Commission now inquiring into 
the causes of the depression in trade, we think it of importance to acquaint 
Your Lordship with our.views on the m&iu points raised in the letter from 
the Lords Commissioners of Her Majesty’s Treasury, dated 31st May 1886. 
Wo cannot, meanwhile, in view of the experience gained since 1881, and of 
the grave importance of the question, avoid expressing disappointment at 
learning that Her Majesty’s Government proposes to adhere to a purely 
passive attitude, and that the Government of India is to meet its pressing 
financial difficulties unaided, or with such assistance as it may derive from the 
action of foreign nations. We trust that this decision is uot irrevocable, and 
that the result of the deliberations of the Royal Commission, which we hope 
will he appointed for the special purpose of examining the silver question, 
may be to disclose some method of relief for our fiuaucee which will, at the 
same time, be acceptable to Her Majesty’s Government. 





Wo understand the grounds on which the Lords Commissioners of 
Her Majesty's Treasury decline to take any steps at present towards 
a settlement of the silver question by international agreement to be as 
follows 

Ftretly, that it is doubtful whether it is possible to secure stability of 
value between gold aud silver. 

Secondly, that it is not proved that any measures which would raise the 
gold value of silver would on the whole be a gain to Iudia, 

Thirdly, that the arguments employed against the proposals made by the 
Government of India in lb?8 have never beeu answered, and 
retain their full force. 

Fourthly, that the difficulty can be met in great measure by reduction of 
expenditure. 

Fifthly, that the Government of India has not distinctly stated the nature 
of the remedy which it proposes. 

We propose to deal with these arguments m the order in which we have 
stated them. 


Possibility of main taining stability of relative value of gold and silver* 

5. The Lords Commissioners remark that the question of the possibility 
of maintaining a fixed ratio between g’old and silver is “ one of the most 
disputable and disputed points in economic science/’ and they quote the declar¬ 
ation recorded by the representatives of Her Majesty’s Government, at the 
International Monetary Conference of 1878 that ** the establishment of a fixed 
ratio between gold and silver is utterly impracticable,” 

We desire to observe that the establishment of a fixed ratio between gold 
and silver may be held, as in the words above used, to be utterly impracticable, 
either because it is theoretically impossible to devise measures which would have 
the desired effect, or because it is practically impossible to secure tbe adop¬ 
tion of these measures as tbe result of international agreement. If it is 
meant that it is theoretically impossible to secure stability of value between 
gold and silver, we cannot do more, within the limits of a despatch, than 
refer to the facts of the first seventy years of tbe present century, and 
to the numerous treatises in which the theoretical possibility of maintaining 
a fixed ratio has bean demonstrated. But if, on the other hand, the Lords 
Commissioners refer to the practical difficulty of securing an international 
agreement on a sufficiently wide basis, we beg that reference be made to 
the proceedings of the Monetary Conference of 1881. The Conference of 
1881 was held at tbe instance of France aud the United States of America, 
and the following are tbe words of the Note forwarded by the United States 
Minister in London to Her Majesty’s Secretary of State for Foreign 
Affairs:— 

“The Government of the Republic of France ami the Government of the United 
States having exchanged views upon the subject of a Conference between the Powers 
principally interested in the question of establishing internationally tiie use, of gold and 
silver as bimetallic money, and securing fixity of relative value between these metals, and 
finding themselves In accord as to the usefulness and importance of such a Conference, and 
as to the time and place at which tbe same should be held, have the honour now to invite 
the Government of “Great Britain to take part in a Conference, by such delegates as each 
Government may appoint, to be held at, Paris on Tuesday, the l9th day of April next, to 
consider and adopt for presentation bo tho Governments so represented, for their accept¬ 
ance, a plan and eyetem for the establishment by international convention of the use of 
silver and gold as bimetallic money at a fixed relative value between these two metals.” 


France and the United States are the two nations whose influence, with 
the exception of that of England and India, would be the most powerful in 
maintaining the stability of the relative value of gold and silver; and the 
words of the note above quoted show in unmistakable terms that, whatever 
views may be elsewhere entertained, the Governments of those countries con¬ 
sidered the establishment of a fixed ratio both 'practicable and expedient, 

6. At the Conference the attitude of the Delegates, excluding those of 
France and the United States, was generally one of reserve, each country 
desiring to retain for itself complete liberty of action ; but the Delegates of 
Holland and of Italy distinctly avowed their desire to see the free coinage of 
both gold and silver at a fixed ratio. M, Pierson, Delegate of Holland, 
observed : “ The adoption of the bimetallic system is the only means of escap¬ 
ing from the annoyiug situation in which we are placed. That at least is the 
conclusion we have arrived at in Holland,’'' M. Seismit-Doda, Delegate of 
Italy, observed : fl Thu Italian delegates associated themselves fully with the 
declarations presented, by Messrs, Denormaudie and Cernuschi, as well as Sir 
Louis Mallet, on the subject of the necessity of raising the value of silver, 
and of establishing a fixed ratio between the two metals.” The Delegate of 
Austro-Hungary, iu view of the fact that the currency of that country con¬ 
sisted of inconvertible paper, was unwilling to adopt an attitude other th m 
that of reserve ; but nevertheless Count Kufstein declared : “ Still they felt 
no hesitation in saying that as in the Conference of 1878, so for the future, 
their sympathy was with any measure which might be adopted with the aim 
of improving or re-establishing as much as possible the position of silver. 
They therefore hoped that the Conference would not separate without having 
adopted some remedy to obviate the inconveniences of the present monetary 
situation, which they believed in many ways to be a grave one,” 

7, As the attitude of Germany at the Conference is of special importance, 
we quote at some length the words of Baron Thielmann, the Delegate of that 
country : ,e We acknowledge, without reserve, that the rehabilitation of silver 
is desirable, and that it could be attained by the re-establishraent of the full 
coinage of silver in a certain number of the most populous States represented 
at this Conference, which for this purpose would take as a basis a fixed pro¬ 
portion between the value of gold and that of silver. Nevertheless, Germany, 
whose monetary reform is already eo far advanced, and whose general monetary 
situation does not seem to invite a change of system of such vast importance, 
dees not find itself able to concede, as far as it is itself concerned, the full 
coinage of silver. Its delegates cannot therefore agree to such a proposal. 
The German Government is, on the other hand, entirely disposed to help as 
far as possible the efforts of the other powers which might be willing to unite, 
with a view to the rehabilitation of silver by means of a full coinage of this 
metal. To attain this end, and to guarantee these powers against the influx 
of Gcrmau silver which they seem to dread, the German Government vyill 
impose some restrictions on itself.” When Baron Thielmann was asked if 
the attitude of England had been the cause of the reserve shown by Germany, 
he replied “ that the attitude of England bad had some effect on "the resolu¬ 
tion of the German Government,” as it was u necessary for the German Gov¬ 
ernment to pursue a monetary system similar to that of England.” There 
is, therefore, reason to believe that if Her Majesty’s Government had shown 
a stronger desire to further the objeets of the Conference, Germany would 
have been prepared to take steps in the same direction. 




3. In view of the opinions expressed by France, the United States of 
America, Anstro-Hurtgary,,Italy, and Holland in favour of the establishment' 
of a .oxed ratio between gold and silver, and of the undoubtedly favourable 
attitude of Germany, and the evident inclination of that power to follow the 
lead of England, it appears to us reasonable to conclude that it was within the 
power of Her Majesty’s Government at the Conference of 1881 to have 
seemed the adoption of a fixed ratio , and as the evils due to the non-existence 
of a fixed ratio have manifested themselves in an aggravated degree since 1881, 
we may reasonably conclude that it is still within the power of Her Majesty’s 
Government to secure this result, if willing to exert its influence for that 
purpose. Looking to the facts we have just stated, we are unable to admit 
the contention that the establishment of a fixed ratio is impossible because 
international agreement cannot be secured. It appears to us that if Her 
Majesty’s Government abandoned the attitude of absolute reserve which they 
have so long maintained to the injury, as we believe, alike of England and 
India, there would remain no obstacle to the establishment of international 
agreement which could not be surmounted. Even allowing for the sake of 
argument that it should prove impossible to secure the establishment of a 
fixed ratio on a sufficiently wide basis to permanently maintain that, ratio, we 
sec no reason to doubt that the active and sympathetic intervention of Her 
Majesty’s Government would secure the adoption of measures which would tend 
iu that direction, and which would at any rate have the effect of mitigating 
existing evils, and of removing grave grounds of apprehension as regards the 
future. 

9. In connection with the question of the possibility of maintaining a 
fixed ratio between the two metals, we further desire to observe that, in 
quoting the opinion of Mr. Goscben, Mr. Gibbs, and Sir Thomas Seeeorabe 
as recorded in 1878, the Lords Commissioners of Her Majesty’s Treasury 
appear tc have attached little weight to the extremely important facts that 
since the expression of opinion by the representatives of England in 1878, 
the evils of the unsettled state of the silver question have become greatly 
aggravated, that the question has been far more thoroughly discussed, and 
that both the origin of the disease and the nature of the remedy are better 
■understood. It seems to us to be at least possible that if ati opinion were 
obtained in 1886, it might differ from that given in 1878; and we know 
that in the case of one of the gentlemen cited, the opinion expressed in 1878 
has been entirely repudiated. 

10. Me have no opportunity of ascertaining the views ou this question 
which Sir Thomas Seceombe may now hold, nor are we aware whether 
Mr. Goschen considers the impracticability of establishing a fixed ratio as 
great as it appeared to be in 1878 ; but we observe that in 1878 Mr. Goschen 
concurred with the other representatives of England in holding “ that a 
campaign undertaken against silver would be exceedingly dangerous, even for 
the countries which have given a position as legal tender only to gold.” 
Again, in a speech u on the condition and prospects of trade” delivered by 
Mr. Goschen at Manchester on 2bid June 1885, we find him reported to have 
expressed himself as follows :— 

" Now let. me take the silver question. It is impossible to embark upon that or upon 
the appreciation of gold in a satisfactory manner in a few sentences, because it would 
take a whole speech to itself. But there ia one point connected with the silver question 
•which I will touch, and it is the insecurity which it imparts to trade with the silver- 
vising countries. That must affect vour dealings with. India and with others, and I am 
sorry to think that with regard to that insecurity there is no hope til] you know what the 


United States will do with respect to the Bland Bill. It seems to me that we must almost 
conclude that the uncertainty in the trade of the silver-using countries will increase, and 
that the position in that respect must got worse ; and I do not hold with those who 
think that this country has little interest in the question because wo are a creditor 
country, This is an argument which ie often put forward that, we are a creditor 
country, and that as amounts are due to up in gold, therefore the more gold will command 
for commodities the better for this country. But we are not all cieditors ; and though we 
may iu the balance be a creditor country, there is an enormous interest in onr trade with- 
the silver-using oouotries ; and so i trust that this silver question will fairly be kept in 
view by those who arc responsible for our Indian Empire. It is a question of the deepest 
interest As I have said, it is impossible tor me at this moment to expatiate upon the 
subject j but I must submit that is a factor iu the case, and a very important factor 
too.” 

Finally, we find from Hansard (3rd series, vol. ceciii, page 149i) that 
during the late session of Parliament, Mr. Goseben addressed the following 
question to the Chancellor of the Exchequer 

" Whether, in view of the deep and increasing interest shown in various parts of the 
country on the silver question, he will consider the expediency of separating thin urgent 
subject from the other matters referred to the Royal Commission on the Depression of 
Trade, and of appointing a separate Commission to-inquire into the position of silver, the 
condition of the currency, and the various plans of utilizing silver to a greater extent for 
currency purposes.’’ 

We believe, in view of the above extracts, that we are justified in coining 
to the conclusion that, whether or no Mr, Goschen believes in the practic¬ 
ability of establishing a fixed ratio between gold and silver, he at. any rate 
considers the silver question to he one of great importance, and is anxious that 
measures should be taken to utilise silver to a greater extent for purposes of 
currency. 

Mr, Gibbs has entirely altered his opinion since 1878 : is now of opinion 
that the establishment of a fixed ratio is not merely practicable, but in itself 
highly desirable : and for some considerable period has himself been President 
of the Bimetallic League. We are at a loss to understand how the change 
in Mr. Gibbs’ views since 1878, which bis writings on the subject have 
rendered matter of much notoriety, should, as would seem to be the case, 
have escaped the knowledge of the Lords Commissioners of Her Majesty's 
Treasury, 

Question of gain or los s to India from the fall in the rede of exchange. 

11. With regard to the question whether India has obtained any such 
advantages from the fall in exchange as wholly or in part to compensate her 
for the undoubted injury which the fall inflicts, and specially for the loss on 
the gold remittances of the Government of India, we would observe that this 
is a matter on which opinion is by no means unanimous. The fail in the rate 
of exchange 1ms coincided in point of thee with a large development of 
Indian trade and a steady increase of Indiau revenue; but many authorities 
hold that this growth of trade and revenue is due to a succession of several 
good harvests, to the increased energy shewn of late years in the construction 
of railways iu India, to the cheapening of the cost of sea transport, and to the 
opening of the Suez Canal rather than to the fall in exchange. The question 
has been recently examiued in a paper entitled “ Indian Trade and Exchange/' 
prepared by the Assistant Secretary in our Financial Department, copies of 
which have been forwarded for Your Lordship’s information ; and the 
considerations thereiu set forth materially assist in enabling a judgment 
to be formed upon this important matter. It is beyond question that the 
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instability in the relative value of gold and silver discourages the investment 
of capital in India; and the higher rate of interest which we should have to 
pay for silver loans forces us to borrow in gold, and to accept the risk of a 
still further appreciation of that metal. The variations in exchange introduce 
great uncertainty in that large class of commercial transactions in which the 
element of time is inv lived. The fall in silver, by throwing unexpectedly a 
heavy burden on our finances, has more than cube compelled us to defer 
construction of public works intended for the protection of 


the. 
the countvv 


and wasteful fluctuations in our 
magnitude ; and if we take 


against famine, and has led to regrettable 
Public Works folicy. These are evils of 
into consideration also the direct accumulating increase to the public expend t : 
lure due to the fall in exchange, it is, to say the least, difficult, to contend 
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that India as a whole may have gained as much as she has lost, it has 
no doubt been argued that the full in exchange by encouraging Indian 
exports has given a stimulus to industries in which India competes with 
countries that have a gold standard ; but, apart, from the results of recent 
enquiry into this part of the subject which we have above alluded to, we have 
been unable to discover that the silver prices of Indian exports, or Indian 
commodities generally, have risen since the fall in the rate of exchange, and 
there are good grounds for believing that the effect of the change that of 
late years has taken place in the relative value of silver and gold has been to 
Mower, gold prices and not to raise silver prices. Apart from this aspect of the 
question, it further appears to us that the Lords Commissioners of Her 
Majesty's Treasury have failed to notice that those persons who are of opinion 
that India has gained by the fall in exchange hold, as an essential part, of the 
same opinion, that England and all other countries with a gold standard have 
lost in an exactly equal degree. They argue that the rupture of the old ratio 
of 1 to 154 between the two metals has led to a reduced supply of metallic 
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money to countries with a gold standard, and an increased supply, of 
exactly equivalent amount, io countries with a silver standard ; and if the 
increased supply hue been a gain to the silver countries, it follows that the 
reduced supply must have proved injurious to countries with a gold standard 
by causing a general fall in the prices of commodities. 

12; The Lords Commissioners quote, with seeming approval, the opinion 
of Mr. Barbour, our Financial Secretary, on the question of the gain or loss 
to India ; but we observed that they have omitted to refer to the passages in 
which Mr. Barbour states that the gain of the silver countries is balanced by 
a corresponding degree of loss on the part of the gold countries. The follow¬ 
ing extracts from the preface to the book quoted from show what Mr. Barbours 
opinion is on this point :-•* 

« This fall in prices has been aggravated in countries using the gold standard, and 
checked, or altogether obviated, m countries using th< silver standard, by the partial 
demonetisation of silver. In so far as this hag been tko case, the silver countries have 
unquestionably gained, while the gold countries have lost." * * * * • ,• 

“ Every "fall in the geld price of silver will b- followed by a corresponding decline in 
the gold prices of commodities, by increased disinclination of capitalists in London to 
invest, money in India, bv a reduction of profits, and a general increase of the burden of 
obligation already contracted in England.'’ 

These passages make it clear that, the theory of gain, to India by the frill 
in exchange is based on the belief that countries with a gold standard have 
lost in an equal degree ; and that, in short, the gain of the silver countries 
arises from a species of protection against countries with a gold standard. 
It is not possible to accept one-half of the theory, and to reject the other. 


Ifthe silver countries have gained hy an increase of the supply of metallic 
money, the gold countries.must, have lost by an exactly equivalent reduction 
ia the supply. We desire to lay special stress or. this aspect of the case, 
because wo find it stated that “England would not herself take the initiative 
in making changes which would have the effect of disturbing a monetary 
system under which she has enjoyed much prosperity/’ and no notice is taken 
of the fact t hat any special gain to India from the low exchange must have 
been attended with corresponding loss to England. In connection with the 
question of the prosperity which England may have enjoyed in former years 
under the gold standard, it should not he overlooked that up to 1878 
England enjoyed the benefits of a comparatively stable ratio between her 
gold standard and the stiver standard of other countries, ana that since the 
wide departure from the old ratio occurred, th: progress and prosperity of 
England have suffered a decided check. Without attempting to define the 
specific muses which have been in operation, we may observe that the prices 
of commodities have fallen very largely in England in recent years. 

18. Even if, for the sake of argument, it be admitted that India, as a 
whole, lias gained as much as she has lost by the fall in exchange, we are 
still *>£ opinion that a change is imperatively required in the interests of be 
British Government in India. If the gain has just balanced the loss owing 
to the fall in exchange, we may reasonably conclude that in case of a rise in 
exchange, the loss would not on the whole exceed the gain, while the 
financial relief, and consequent political advantage, to our Governmen! would 
be incalculable; This view of the mutter was referred to by Sir Louis Mallet 
at the Conference of 1881 in the following words * 

** Although we may, no doubt, look forward in the future to some rearrangement of 
taxation when the deprivation of the coinage has produced its effect in a general rise of 
prices, and particularly in that of labour, wo must wait ». king time for that result ; and 
meanwhile it would be impossible without serious political danger to propose new taxes 
based on considerations which the mass of the people would not be able to understand 

“ But it is not only the actual loss which we have to think about ; it is the absolute 
uncertainty whiah hangs about the future, and which prevents any serious or accurate 
calculation of the revenue and resources of Goirernment.” 

Thc j e words have a special bearing on our present financial position. The 
recent renewal of instability, followed by a heavy fall in exchange, and main¬ 
tained up to the present time, has rendered the most careful calculations we 
can make valueless. We have already imposed unpopular taxation, and we 
see before us the possibility of being compelled to have recourse to tha imposi¬ 
tion of further taxes alike unpopular and injurious to the well-being of the 
community. The future is, if possible, even less assured than it was when 
Sir Louis Mallet spoke. Moreover, the rise in prices, owing to the depreciation 
of the silver currency, to which Sir Louis Mallet looked forward, has not taken 
place ; the alteration in relative gold and silver prices, which must necessarily 
follow the alteration of the exchange, has taken the form of a fall in gold, 
and not of a rise in silver, prices. We cannot, therefore, count, within any 
reasonable time, on such a growth of revenue as will enable us to meet the 
burden thrown on our finances in recent years by the fall in exchange. 

14. Putting aside, however, all matters of minor importance, we desire 
to observe that, in our judgment, the creation of the establishment of a 
stable ratio between gold and silver must be decided on broader grounds than 
the gain or loss of a single country, and that it is a question of world-wide 
importance, the interest of England in securing a permanent settlement being 
no less than that of India. So far as regards the monetary standard, no 





country is, or can be, independent ot the action of other .countries, Apait 
from tb.e dislocation of trade and industry caused by variations in the rate 
of exchange between two standards not linked by a legal ratio, each country 
is at the mercy of others, which, by adopting or discarding the gold or silver 
standard, can seriously prejudice the interests of: that country which makes 
no change in the standard. England has made no change in the standard 
since 1816; but the result of the more extended use of gold by foreign 
countries is certainly not less serious in its effect on toe industries of England 
and the interests of the English people than in its effect on 1*rench and 
Ain^io^n iiidustrios and interests* The Oovornniont oi .tncli&j ^ liko tuEt o( 
England, has made no change in the standard; yet the actum of foreign 
nations has placed our finances in those perpetually recurring difficulties which 
are set forth in our Despatch of 2nd February last, and threatens them with 
even greater disasters in the immediate future, 'l'he question of the monetary 
standard appears, therefore, to us to be pre-eminently one for settlement by 
international agreement; in no other way can a satisfactory or permanent 
settlement be effected j and we trust that Her Majesty's Government will 
abandon their attitude of absolute isolation—an attitude which, we venture 
to think, is both indefensible in theory, and in practice fraught with danger 
both to England and to India. 

Omission to answer the arguments employed against-the proposals of 1878. 

15. In 1878 the Government of Lord Lytton proposed that the coinage 
of rupees should be restricted, by means of a seignorage, in such manner as 
to raise the value of the rupee from U. 7<L, the market rate of the day, to 
2s • and these proposals contemplated ultimately the introduction into India 
of a gold standard. The Lords Commissioners of Her Majesty’s Treasury 
refer to this proposal, and express regret that in the Despatch of 2nd Fe >» 
ruary last the Government of India has not replied to the arguments which 

led to its rejection, nor shown that it has now some scheme in view winch is 

not open to similar objections. Great importance is evidently attached, to 
this point as in Mr. Fowler's letter of Hist May the arguments used against 
the proposals of 1878 are repeated, and it is added that ft the Lords Com¬ 
missioners find no reason stated in the Despatch of the Government.of India, 
in the present year which induces them to dissent from the conclusions thus 
set forth on the authority of Sir Stafford North cote as to the results of any 
attempt to artificially enhance the gold price of silver. We confess to 
hftvine read these remarks with surprise, as, for the reasons which follow,,, 
we can perceive no analogy whatever between the proposals of 1878 and 

those which we recently put forward. . . . , 

16. The proposals made by the Government of India in 1878 involved 
the restriction of the coinage of rupees, a measure whioh* in our recent pro¬ 
posals we have not advocated. The proposals of 1878 aimed at establishing 
a fixed ratio between gold and the coined rupee, which is a totally different, 
matter from the establishment of a fixed ratio between gold and silver. The 
Government of 1878 proposed to establish between gold and the rupee the ratio 
of ten rupees equal to one pound sterling, while the proposal contained in our 
Despatch of 2nd February last merely involved the establishment of a stable 
ratio between gold aud silver, and left the question of what that ratio should 
b for future discussion. The proposals of 1878 could have been carried out 
by legislation in India, and were entirely independent of international agree¬ 
ment"’; the essential feature of our present proposals is their dependence on 



international agreement. The proposals of 1878 would not, as seems to be 
supposed, have I’aised the gold value of silver, but would, on the contrary, 
have tended very materially to redues it. The arguments used against the 
measures advocated in 1878 have, therefore, no bearing on our recent pro¬ 
posals j and, as those measures lay outside the scope of the recommendations 
contained in our Despatch of February 2nd, we admit our inability to perceive 
why, in that Despatch, we should have been at the pain of answering them. 
The proposals contained in our Despatch of 2nd February did not necessarily 
involve the raising of the gold value of silver to the old ratio of L$| to U 
It was our intention that the question of the precise ratio to be adopted, 
should be left for future discussion, and for settlement after full consideration 
of all the interests involved, and after ascertainment of the views ol the 
principal nations interested in the matter. Even if a Conference should have 
decided on the adoption of the old ratio of 15| to 1, we cannot admit that the 
change could more accurately be described as one for raising the value of 
silver rather than as one for lowering the value of gold. The essential end 
to which our recent proposals were directed was the establishment of a stable 
ratio between silver and gold ; and even if a higher rati i than the market 
ratio of the day had been adopted, the procedure which we advocate would 
have had as much effect in lowering gold as in raising silver. The scheme 
of 1878, on the other hand, would have materially lowered the value of silver, 
and must ultimately have had the effect of raising the value of gold by 
increasing the demand for it. Wo fail, as we have said, to perceive any- 
thing in common between the two proposals; and we conceive it unnecessary 
to remark further on this portion of the question. 

Possibility of relieving the finances by reduction of expenditure, 

17, In paragraph 15 of Mr. Fowler's letter, our attention is directed to 
the importance of the reduction of expenditure, and it is added that the 
principal element which has determined the unfavourable condition of Indian 
finance, and which has conduced to our difficulties more obviously and cer¬ 
tainly than the fall in the price of silver, is the alarming growth of expen¬ 
diture. The general question of the growth of expenditure on the civil adminis¬ 
tration of India was dealt witli very fully in the Despatch from Lord Ripon's 
Government, No. 253, dated 24th August 1883,* and in the Minute* by Sir 
Evelyn Baring, which accompanied, as well as in other correspondence which 
took place about the same time, and whieh was published as a Parliamen¬ 
tary blue-book in August 1885, We can add nothing to what is contained 
in the correspondence in question, beyond remarking that our financial diffi¬ 
culties since that date have forced us to scrutinise very narrowly all proposals 
for incurring additional expenditure, and that we have been compelled to put 
aside many valuable reforms simply because we could not find the means 
to carry them out. We do not know to what facts the Lords Commis¬ 
sioners of Her Majesty's Treasury more particularly desire to draw attent ion 
when they speak of the alarming growth of expenditure. The fall in silver 
has no doubt added largely to expenditure on account of exchange, and 
we have been obliged to incur expenditure in the construction of Famine 
Railways, which do not, for the present at any rate, return a profit sufficient 
to cover interest on capital. The same remarks hold g ood in regard to the 
expenditure on Frontier Railways and Coast Defences, while the events that 
have occurred in recent years beyond the North-West Frontier have com¬ 
pelled us to increase the Army, both European and Native. Her Majesty's 
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Government, we believe, concur with the Government of India in the necessity 
of measures calculated to minimise the risk of such loss of life as occurred in 
the Madras famine, and to guard against external attack on the North-West 
Frontier of India, So long as the adequate protection of India against the 
consequences of war and famine is an essential portion of the policy of Her 
Ma jesty's Government, it is premature to object to the expenditure which 
the'attainment of these ends necessarily for a limited time involves, 

18. With the exception of the expenditure referred to in the preceding 
paragraph, which was incurred deliberately and with a full knowledge of the 
burden it would impose on the country, and which we should gladly have 
avoided if we could safely have done so, we are not aware of any great growth 
of expenditure in recent years. The measures taken in 1881 to provide an 
insurance against the financial effects of famine have, no doubt, added nomi¬ 
nally £1,500,000 {conventional sterling} to the expenditure; bat this was, as 
those conversant with Indian finance are aware, a measure of economy , and 
this item of £1,500,000 is of the nature of a reserve or insurance fund. 
Possibly the fact may have been overlooked that the Government of India is 
now a verv large Railway proprietor, and that the opening of new Railways 
necessarily involves an addition to the yearly expenditure of the total amount 
of the working expenses of the Railways. This expenditure cannot, however, 
be avoided; it brings in corresponding revenue, and can in no sense t* treated 
as an addition to the cost of government, properly so called. 1 he danger of 
misunderstanding arising from this cause was alluded to m our Despafcci 
No 831, dated 1st December 1885, in the following terms s 1 he rapid increase 
and great complexity of the Railway transactions make it very inconvenient 
to embody them in Finance Accounts, and the apparent increase oi revenue 
at the disposal of Government as newlines are opened <*®d corresponding 
apparent increase of cost of governing the country give rise to^ustaken mea 
Of the increasing income and extravagance of the Government. But what¬ 
ever the origin of the remarks regarding the growth ot expenditure may be, 
wo must be allowed, with all deference, to maintain that we nave by no means 
been forgetful of the relief to the finances which can be obtained by reduction 
of expenditure; the fall in the gold value of silver has more than once led to 
reductions of expenditure, which have caused serious administrative meonve- 
oieuce • and we are at the present time engaged in making every reduction 
which iB reasonably or safely practicable, though there is no hope that any 
ZmotoL we may be able to effect will So more than cover a fraction of *.* 
additional burden imposed on India by the recent fall in exchange. 

19 In order that there may be no room for misunderstanding as to the 
serious effect which the fall in exchange has had on the course of Indian 
administration and of the repeated efforts which have been made to meet the 
, ^rondiinre therein involved by reduction of expenditure, we will 

In the Financial Statement for 

1876-77 Sir William Muir remarked as follows:— 

.. Tbe .aflclen deprefliaiion of silver, and the oonnqwM enb»n*»n»ot of obange to tte 
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caw*o of anxiety. Its iinmedinte ^fleets are serious enough, as has already been shown 
Bub that which adds signiii canoe, to it is, that tho end cannot be seen ; the future is involved 
in uncertainty.'' 

As a consequence of the position in which the Government found its* l 1 ' 
owing’ to tho fall in exchange, measures were taken in July 1878 for tlx e 
effective curtailment of expenditure on Extraordinary Public Works, and 
the same time all outlay ol public money on the ordinary civil administration 
was stopped “ which is not absolutely necessary, or to which the Government 
is not committed, or the discontinuance of which will not cost disproportionate 
loss and waste, 

20, In November 1378 measures were again taken “ for the reduction 
of the ordinary expenditure of the country within the narrowest, limits/' but 
these measures were based on the probability of heavy war expenditure, as 
well as on the fall in exchange. The orders given in November 1878 were 
followed up in May 1879 with equally stringent orders for still further 
reduction of expenditure in all branches of the administration. The contracts 
with- Provincial Governments were temporarily set aside, and contributions 
obtained from them fco help to tide the Government of India over its imme¬ 
diate difficulties, The result of the measures taken involved a reduction of 
£758,000 in ordinary expenditure, as well as the reduction of Productive 
Public Works expenditure by £1,000,000 yearly, although the estimated 
expenditure os’ 1879-80 was already £1,000,000 below the average expenditure 
of the two preceding years. 

In June of the same year the following language was used ; Rigid 
economy in every branch of the public service is in present circumstances the 
policy which must, be followed. To quote again the words of the Resolution 
of the 1st May :—* 

“ Unless positive necessity exists, no improvements io administration, however desir¬ 
able, must be undertaken if they involve increased .-charges.; no fresh establishments mast 
be entertained ; no new offices mast be created; no new works, which it is possible to 
postpone, must, bo commenced. 

“•It Is through this policy of retrenchment and economy tlmt the necessity for fresh 
taxation has for the present been avoided ; and if the fall in the valno of silver in relation 
to gold should farther increase, striot adherence to that policy will be more than ever 
essential.” 

The language used by Lord Lyfcton's Government in their Despatch 
No, 188, dated 22nd May 1879,* shows how great must have been the pressure 
which compelled them to have recourse to such reductions 

« We do not propose in this Despatch to disouse the circumstances which havo rendered it 
necessary to undertake these reductions in tho expenditure on Public Works in India. The 
result will undoubtedly be that the material progress of the country will be seriously retarded 
and we in no way disguise from ourselves the injury which India will sustain, or the dis¬ 
credit which will be entailed on the Government, by even the temporary abandonuu nt of a 
policy which we are satisfied is essentially wise, and which in spite of many errors J as been 
on the whole attended with .eminent success, Tho measures which we now take with no much 
regret have been forced upon ns by oironinstances over wbibh we have uo control, and for 
whioh onr Government is in no degree responsible.” 

21, From 1879-80 the rate of exchange remained nearly constant for 
some years, the average rate obtained for home remittances having been as 
follows:— 
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The surplus revenue, which was found to exist in the beginning of 1882-83, 
was used, not for the increase of expenditure, but for the reduction of 
taxation, including the removal of the general import duties. 

After 3881-82 the course of exchange was steadily downwards, and in 
1883 the question of reduction of expenditure having been brought before, 
and impressed upon, the Government of India by the Secretary of State for 
India in Council, the matter was exhaustively considered, as will be seen 
from the correspondence referred to in paragraph 17 of this Despatch, 

In 1885 stringent measures were taken for the reduction of expenditure 
in consequence of the probability of a war with Russia ; and in order to meet 
the cost of military preparations, reductions were effected in the sanctioned 
expenditure of 1885-86 to the extent of over £1,500,000 (conventional 
sterling). As regards the current year, we may observe that at tbe time of 
framing the estimates our financial difficulties were seen to be so great, that 
every effort Was made to keep down expenditure, and the extreme measure 
was adopted of withdrawing the sum of £400,000 from Local Governments, 
and consequently of reducing tbe possible Provincial expenditure by that 
amount. In February 1886 a Committee was appointed with the special 
object of effecting reductions of expenditure, and is at present earnestly 
prosecuting enquiries directed to this end. The language used in the orders 
appointing’tbe Committee indicate the anxiety with which we have sought 
economy in the hope of avoiding taxation, 

« The circumstances in which the Government now finds itself placed compel it to 
examine with renewed and anxious attention tbe possibilities of auoh au effective decrease 
in its expenditure as shall in a sensible degree contribute to relieve it of the financial 
embaraesments with which it is threatened. The uncertainty which prevails regarding the 
future relative value of gold and silver compels the Government to contract, so far as is 
possible, expenditure which in other circumstances may have been desirable or necessary, but 
which at present it can no longer maintain,” 

22, The sketch which has been given of the financial history of the last 
ten years is sufficient to show that the Government of India has been very 
far from unmindful of the relief to the finances which may be obtained by 
economy and reduction of expenditure; it demonstrates, on the contrary, 
that such relief has frequently been secured at the cost of great detriment to 
the administration. We are at present again seeking to effect all possible 
economies in the cost of civil administration, and we hope in this way to 
secure an improvement to the extent of at least £500,000 yearly. How in¬ 
sufficient this relief may prove in comparison with the burden thrown on the 
finances by the fall in exchange, will be seen from the fact that, though the 
rate of exchange for the estimates of 1886-87 was taken at only 1#, 6d, per 
rupee, we have at present to contemplate the possibility of taking a rate as 
low as Is, 4d. per rupee in the estimates of 1887-88—a fall which would 
impose an additional yearly burden on our revenues of more than £2,000,000 
(conventional sterling). 

Looking to the facts which we have stated, we are compelled to arrive 
at the conclusion which admits, in truth, of little dispute, that further reduc¬ 
tion of expenditure is unlikely to give us financial relief in any degree com¬ 
mensurate with the magnitude of our difficulties; and that the contention 
that the alarming growth of expenditure in late years is the principal element 
in the unfavourable condition of Indian finances will not stand the test of 
examination. 


Nature of the remedy proposed. 

*28, With regard to the complaints that we have not definitely indicated 
th ■ nature of the international agreement which should supply the solution 
of the silver question, we desire to observe that it appeaved to us that we 
stated, with sufficient plainness that the end to he aimed o<t was a stable ratio 
between gold and silver, and that the means for the attainment of this end 
was an international agree mo at between the countries interested in the ques¬ 
tion. We did not specify the exact ratio which we wished to see established, 
nos the precise nature of the agreement, because we felt that on both these 
points it would be necessary to ascertain and take into account the views of 
foreign powers, and that any attempt on our parti to lay down the exact 
terms of the settlement at the outset might have a prejudicial effect on the 
negotiations* If Her Majesty's Government had been willing, under any 
circumstances, to recommend the opening of negotiations, there would have 
been no difficulty in obtaining a more definite expression of our views by 
telegram. Your Lordship will, moreover, not have forgotten that, on May 
29th** of the present year, while we were still awaiting the reply of the Lords 
of the Treasury, we submitted specific proposals, which were only not laid 
before the Lords of the Treasury because their letter Was received by Your 
Lordship’s predecessor very shortly after the recommendations we refer to 
reached him. What we consider essential in the interests of the finances of 
British India is the establishment of stability in the relative value of gold 
and silver, and the removal of the clanger which hangs over the silver market 
from the existence of large quantities of overvalued silver money in the 
currencies of France, the United States, and other countries. For the 
attainment of these ends, we propose generally the utilisation of silver as 
currency to a greater extent than is the case at present, as well as an inter¬ 
national agreement for the free coinage of silver, and the making of both 
gold and silver coin a legal tender at a fixed ratio by a group of nations 
possessed of a metallic currency of sufficient extent to maintain that ratio 
permanently. The question of the ratio to be established is one which must 
be decided by the nations which undertake to coin both gold and silver freely, 
and it should be a ratio not lower than the average market ratio of recent 
years, and not higher than the former French ratio of I to 15|. So great is 
the importance which we attach to stability of relative value, that we do 
not consider that there would be sufficient grounds for objecting in the 
interests of India to any ratio, within the limits above indicated, which 
might be approved by the other nations concerned; and on behalf of India, 
we would be willing to undertake either to maintain the present silver stan¬ 
dard, or to coin both silver and gold for all comers at the fixed ratio. It 
does not appear that any plainer expression of our views, or any proposals of 
a more specific nature, could be expected, or should be required, at the 
present stage. » 

2d*. In conclusion, we desire again to express oar conviction of the import¬ 
ance, in the interests of British rule in India, of securing a speedy and final 
settlement of the silver question. In our Despatch of 2nd February last, we 
stated, in the clearest terms, but not, as we consider, more strongly than 
the occasion, required, the nature and extent of the difficulties and dangers to 
which India is exposed in the present state of the silver question, and we 
need not repeat our observations. The immediate cause of future disturbance 
which we specially took into consideration at that time was the possibility of 


* I his was in a telegram not printed in this voiaeie. 
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Memorandum by Lieutenakt-Gbneual B. Stracjiey, C.S.X., dated 31st 

March, 1886. 

The Secretary of State for India, in hie letter to the Treasury, dated 26th 
January, 1886, has declared “ that it is imperatively necessary to make every 
effort to find some remedial measures which shall release the Government of 
India from the position in which it is now placed " by the changes which have 
taken place, and appear to be still likely to take place, in the relative values of 
gold and silver, operating through the different currencies of England and 
India. 

2. As the Indian Mints are, under the existing law, open for the unlimited 
coinage of silver, it is apparent that, so long as this is the case, the exchange 
value of the rupee reckoned in gold cannot fail to stand very nearly at the 
amount in gold currency which will buy, carry to India, and pass through 
the Mint the quantity of silver which, according to law, the rupee must con - 
tain. Consequently the fall of the exchange which has caused the present 
difficulties in India can be arrested only in one of two ways, that is, either by 
the cessation, of the fall of the relative value of silver to gold in the world 
generally, or through the adoption of a gold standard by the suitable regula¬ 
tion of the coinage of silver in India. 

3. Now as to the first of these alternatives, it is obvious that the production 
of silver and gold is beyond external control; the existing conditions of the 
production and demand for the two metals has led to the relative depreciation 
of silver , and the only manner in which this depreciation can he cheeked is 
by increasing the relative demand for silver, which, there is reason to think, 
can only be done sufficiently by reviving the free coinage of silver to an extent 
approaching that which prevailed before the recent fall in its value in relation 
to gold began. This again, it is generally considered, can ouly he brought 
about by international agreement, and it is to press upon Her Majesty’s 
Government the importance of endeavouring to obtain this solution of the 
difficulty that the letter to the Treasury above referred to has been written, 
the necessary steps for attempting it lying beyond the sphere of action of the 
Indian Government. 

4. Unfortunately, all the attempts hitherto made by the nations which alone 
have the power of giving effect to this solution have failed. India, having no 
gold coinage, has no such power nor can she otherwise co-operate in the 
matter than by retaining her existing silver currency ; neither has she any 
motive for desiring to change that currenoy, unless driven to do so, in self- 
defence, in order to escape from the intolerable position in which she is now 
placed by the continued fall of the value of silver in relation to gold. 

5 The experience of the last eight or ten years has made it clear that relief 
cannot reasonably be expected under a policy of inaction, and hence the 
Government is bound to consider what may best be done if the needful 
remedy cannot he obtained by acting on the relative value of silver to gold, 
through international agreement or otherwise, and the Secretary of State in 
Council, in this view, lias announced that he reserves for consideration “ how 
far it may be advisable to meet the exigencies of the case by action falling 
within the competency of the Government; of India." 


It is not the design of this paper to enter on any discussion of the many 
difficult questions that are raised by a general inquiry into the causes and 
effects of the recent changes in. the relative values of the precious metals, or 
the possible means of restoring their former valuation, or of otherwise remedy¬ 
ing any evils which those changes may have produced or are likely to 
produce in the future. These questions could only be usefully dealt with, so 
far as the practical action of Great Britain in relation to them is con¬ 
cerned, under the authority of Her Majesty's Government; and it is in view 
of the not improbable failure of relief in this direction, that I propose to 
treat the subject exclusively with reference to the administrative necessities, 
obligations, and powers of the Government of India. 

6. The question, therefore, will now be considered how far the second alter¬ 
native, namely, the adoption of a gold standard by the suitable regulation 
of the coinage of silver in India, is practicable or. expedient, 

' 7, It may at once be freely admitted that it is a very extreme measure to 
interfere with an established currency, and that nothing but extreme urgency 
can justify it. Therefore, before taking any step in this direction, a very 
careful examination is necessary of the relative gravity of those evils which 
on the one hand any suggested change is likely to produce, and on the other 
of those which will arise if no change is made. 

8. A summary statement of this last class of evils will he found in the letter 
to the Treasury before referred t >, to which and to the many representations 
of the Government of India on the subject reference should be made for more 
full details Briefly, it is contended that India is now in a position in which 
the continued fall of the exchange value of the rupee must lead lo additional 
charges which cannot be met without continually increasing taxation, the 
' necessity for which, by reasou of the peculiar habits of the people and of 
their impatience of change and of new forms of taxation, as well as of the 
character of the Government, would constitute a political daugef of the utmost 
gravity ; while, otherwise, the same cause places serious obstacles in the way 
of the investment of capitalia India, and thus arrests progress, which is 
alike of vital importance to the prosperity of India and England. In the 
estimation of those responsible for the government of India there can be no 
question more serious than how to guard against these evils, and hardly any 
sacrifice which should not be accepted to ensure protection from them. 

~ 9. Whether or not it may be possible to find, through a modification of the 
currency of India, a remedy which will be less productive of evil than inac¬ 
tion, is what I now propose to discuss. 

10. The evils to be dealt with arising wholly from the different standards 
of the currencies of England and India, the remedy must be sought in some 
arrangement which shall link the currencies, or, in other words, by the 
adoption of a common standard, which again evidently involves the accept¬ 
ance iu some form, of a gold standard by India, 

I I |n India at present gold is not a legal tender ; there is no current, gold 
money, and there has been none almost from the commencement of the 
century and it would be clearly impracticable, from a purely Indian point of 
vi@ w , to replace the existing silver standard currency with a gold standard 
currency based on a gold coinage, leaving the silver coinage to assume a subsi¬ 
diary place. There are, however, other cogent reasons for setting aside alto¬ 
gether any suggestion to introduce a gold coinage in India, in any form, in 
present circumstances. To do this oould hardly fail to aggravate the fall of 


prices measured in gold which is going on, and which is generally believed to 
be due to the appreciation of gold by'reason of its comparative scarcity in 
relation to other commodities, of which silver is only one. Moreover, a gold 
coinage could not be iutrodueed without at the same time fixing its relative 
value to the existing: rupee ooinage, which could not be rated at anything 
sensibly different from its present exchange or bullion value ; and this would 
render any readjustment of the values of the gold and silver coins in the 
future, if not impossible, at least extremely difficult, and would diminish 
greatly , or extinguish, all bope of any international t arrangement of the values 
of the two metals for currency purposes, such as might supply a satisfactory 
remedy. 

12. The problem therefore becomes restricted to giving India a gold 
standard of value without discontinuing the existing silver coinage or interfer¬ 
ing with the general system of currency, and without introducing a gold 
coinage. l?or its proper solution provision should at the same time be made for 
the automatic expansion of the currency to meet the requirements of trade, 
and precautions should be taken against inflation from arbitrary action on the 
part of the Government. Moreover, the aim should be the prevention of the 
further fall of the exchange value of the rupee, not the forced rise of this 
value j and security should be obtained against inconvenience from any 
future possible rise in the relative value of silver to gold, and for a return to 
the free coinage of silver when the relative values of the two metals rendered 
it possible. 

l|| I believe that all these conditions could be complied with in the 
following manner. 

The Government should be authorised by the Secretary of State in 
Council to take legislative power to suspend that part of the existing law 
(The Indian Coinage Act, XXIII of IttfO) which requires the Mints to coin 
all silver brought to them ; but this power should be exercised sub ject to the 
provision that, so long as the Mints were thus closed against the unlimited 
tender of silver, they would be open to the tender of gold, a stated maximum 
number of rupees (say 13) of the present standard of fineness and weight 
which would remain unchanged, being given in exchange for the quantity" of 
gold contained in a sovereign. The gold would not be coined/ and would 
merely serve as a medium by which to measure the future cost of the rupee : 
so much of it would be sold, or exchanged for silver bullion, as would supply 
the quantity of silver required for the coinage of the requisite number of rupees 
to be given in exchange at the fixed rate, and the residue would be retained 
by the Mint, apd virtually be a charge of the nature of seigniorage. Power 
should be given to revoke the suspension, and then the free coinage of silver 
on the original basis would be revived, Consequently the Mint would 
always be open either to gold or silver; in the former case a fixed number 
of rupees in silver being given by the Mint in exchange for a fixed weight 
of gold, silver not being accepted for coinage • in the latter a rupee befog 
given, as at present, for a fixed weight of silver, and gold being then no 
longer received. 

14. The number of rupees above named, 13, .represents approximately the 
equivalent of one sovereign in rupee currency at the exchange of Is. 6d. 
Consequently, after the application of the proposed power additions to the 
rupee currency could not be made at a less cost, measured in gold, than Is.6^. 
per rupee, and the exchange could not fall materially below that rate." 
This rate has been assumed as representing that below which the rupee 



has not yet fallen permanently or fora prolonged period, the intention being 1 
to accept the actual rate at the time the change is made, above which no 
attempt would be made to force the exchange, but below which it should be 
prevented from ‘ailing, 

15. In this manner, and by permitting some margin of delay in carrying 
out the change, to cover cases of bargains for the delivery of silver previously 
made, there need be no unfair interference with vested interests); The doctrine 
that, because a metal has once been adopted as the standard for the currency 
of a country, it must for all time, and in all circumstances, be retained as the 
standard, cannot be supported by any valid argument. That it is unjust to 
make changes in any arbitrary way, which must affect debtors and creditors 
in directly opposite directions in respect to transactions already entered into, 
may be admitted ; but it is contrary to reason to say that it is wrong to 
guard creditors against future changes, which, must be injurious to them, 
while they must be beneficial to debtors, and which will operate in a manner 
that was not contemplated when their engagements were entered into. The 
essential object of a currency law is to give stability to the standard of value 
in all transactions, and to give equal protection both to creditors and debtors ; 
and if it fails to accomplish this, it may become the means of inflicting the 
greatest injury on innocent persons in an irresistible manner (which certainly 
has been the result of the Indian ourrency law), and so far as a remedy cau be 
applied without extending the injury already inflicted, it not only may properly 
be done, but assuredly ought to be done. 

M, Although the basis of the proposed arrangement would be to authorise 
the unlimited tender of gold at the Mints to be exchanged for silver money, 
its practical operation would not require the use of gold except in compara¬ 
tively small quantities, far less indeed than what already finds its way to 
India in the ordinary course of trade. 

17. Under the actual conditions of Indian trade, the import of silver into 
India and its coinage into rupees are so closely connected with the forced 
remittances from that country to England, that in ordinary circumstances 
(and excluding demands created by rupee loans issued in India) additions 
to the coinage to a very great extent correspond with the amount of currency 
required in India for purposes of foreign trade in excess ol: the sum which 
the Secretary of State offers iu exchange for gold in London through the 
sale of his bills. Viewing the matter in this light, the proposed measure 
would cause hardly any disturbance of the existing system. 

)8. The great bulk of the exchange operations between England and India 
would be conducted as heretofore by means of the Secretary of State’s bills. 
When the eupt'ly of rupees thus made available for trade purposes was ex¬ 
hausted, and further remittances were needed, the direct mode of procedar© 
would be to send gold to India instead of silver as at present. As before said, 
the Mint on receiving the gold would sell so much of it as would purchase the 
quantity of silver required to provide the proper number of rupees to be given 
in exchange, and would coin that silver. But the necessity for the tender 
of the whole quantity of gold could obviously be avoided by the Mint 
receiving silver bullion sufficient in weight for the coinage of the required 
number of rupees, and only requiring in gold the excess value of the rupees, 
reckoned at 13 per sovereign, over their bullion value as silver. This 
excess value would virtually become a charge analogous to that for coming, 
aud would be determined from time to time by the Mint, the public being 


protected from overcharge by its legal right to receive 18 rupees for the gold 
in one sovereign, and by the small advantage that it would always be worth 
the while of the Mint to offer to the public, in order to be saved the trouble 
of- selling the gold and baying the silver. To facilitate remittances from 
England this system might be readily extended, by the Secretary of State 
giving to any one, on payment in London of the proper gold seigniorage, 
authority for having coined in India, without further payment of seigniorage, 
specified amounts of silver bullion. Precisely the same general course might 
be followed in dealing with the coinage of silver required for purposes of trade 
arising in India. 

19. As under such a system the State would necessarily profit by the coining 
of silver, and an inducement would thus be offered for the illegitimate inflation 
of the currency by the Government coining for itself, it might be thought 
desirable to declare that the gold seigniorage received by the Mints should be 
sold in India or remitted to England, and further that the Mints should not 
coin for the Government, so tha t any extraordinary Government demand for 
silver money would have to be met by borrowing in India. 

20. Suitable modifications would have to be made in the paper currency 
into tbe details of which it is not necessary to enter, as they would involve 
no difficulties. Attention would also have to be given to the Native 
Coinage Act, which provides for coining for Native States in India, but has 
been almost inoperative ; as well as to the convention with Portugal relative 
to the coinage for Portuguese India, which is so framed as to cause no incon¬ 
venience, 

21. Tbe facts bearing on the import of tbe precious metals into India and 
on the coinage of silver for some years past justify the conclusion that a 
system such as that suggested could come into operation with very little 
interference with the existing oourae of trade, and without leading to any 
wasteful re-exportation of gold; these facts arc otherwise of much interest, 
and throw valuable light on the general questions which . underlie these 
discussions. 

22. The average net yearly value of tbe imports of silver into India for the 
last five years ending March 1885 amounted to 61 million rupees. Of this 
44| millions were coined, and of the coined silver probably about 10 millions 
were exported annually, leaving about 85 million rupees for the yearly 
addition to the silver currency, During this period the yearly average 
amount of the Secretary of State's bills sold was 195% million rupees. The 
average net imports of gold were valued at 47 million rupees. 

For the five years next preceding, between March 1875 and March 1880, 
the average net import of silver was 70$ million rupees yearly. The coinage, 
however, was nearly 85 million rupees yearly. The larger import 
in this period followed the smaller amount of bills sold and increased borrow¬ 
ing in India, and the excess of coining over imports shows that in this 
period, which was one of prolonged famine, a large amount of hoarded silver 
was brought out for coinage. The average • amount of Secretary of State’s 
bills sold was 151 million rupees. The average value of the import of gold 
was only six million rupees. 

Going back five years further it appears that the net imports of silver 
were, on the average, only 30$ million rupees, with an average coinage of 
29$ millions, and Secretary of State’s bills 128 million rupees. 

During the five years between 1870 and 1875 the exchange fell from 
!«#. 1 Id, to U. 10r?.; from 1875 to 1880 the exchange fell from la. 9$<f. to 
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U 8^. per rupee, averaging U. 8^. In the five years from 1880 to 1885 

per rupt! ng " “ U **’ * U ' Hd '> *bo«f |l 

, 23 f ‘ .E or present financial year the returns available show that up to the 
end of December (nine months) the net imports of silver had risen J 854 
nrnllion rupees, as compared with 51 millions in the same portion, of 1884 
and oh milhonain 1883. The amounts of silver coined in the correspondino* 
rnonbhs ot three years were 81* million rupees in 1885, 861 millions if 
and 21^ millions in 1883. The corresponding- net amounts of g-old 
Rgffi *** mill » n ' n 1888 > “ilfon in 1884, and 44! mil hot in 
Ifmiirr 1ne me m° ntl1 h ! ?f rcfcar ? of State's bills sold amounted to 

beginningot the year the exchange has fallen from Is. 7\d, to below Is,. (Id. 

v,W*f T ^ f °^ 1 £ ? ts ? seems t0 foIlow thafc th « fall in the relative 
value of sdver to gold which has been going on since 1870 has not had any 

perceptive effect on the general import of the two metals into India : and 

still less can any relation be established between this fall and the additions 

o the rupee currency, which have been governed by trade demand, and are 
largely affected by the greater or smaller amount of the bills offered for sal* 
oy the Secretary of State and the sums borrowed in India. 

25. The imports into India of gold and of silver bullion in excess of that 
mpured i 0 r coir,age appear to be mainly governed by the limited demand in 
, at C0,mt 'T for foreign manufactures, and the disposition of the people to 
hoard the precious metals; and they are evidently directly affected by seasons 

improbably^ue ^ lCh the 1Dcreased irn P orts ®f gold in recent years is not 

26. The fall in the exchange value of the rupee seems to have followed 
slowly year by year, the appreciation of gold ; the competition of silver with 
the^ Secretary of State s bills as a means of remittance, having operated rather 
m the way of keeping the exchange down to the gold value of the rupee for 
ttje time being, than of stimulating a fall, though occasional periods of 
pressure on the exchange have occurred. Such a pressure, probably due to 
fresh fears as to the action of the United States of America in respect to 
the coining of silver, seems to have been among the causes of the increased 
import ot silver in the latter part of 1885, and contributed to the failure of 
the Secretary of State selling the full amount of the bills offered by him - 
the largely increased military expenditure earlier in the year, however mu<>t 
m any case have beeu followed by an increased import of silver, leading as if 
did to a deficit of nearly three millions, 

27. During the last four years India has absorbed not less than one-fifth 

['art of the entire quantity of gold supposed to have been produced throughout 
the world, whicn is now estimated at somewhat less than 20 millions sterling* 
yearly ; and this has been wholly withdrawn from use as money. The 
average import over the last eight years has been about one-eio-hth of the 
annual yield. . ® 

28. As to silver, the annual production of which is now estimated at 22 or 
28 millions sterling, the quantity taken by India on the average of the’ last, 
eight years has been about one-fourth part of total yield, and this rate seems 
to be maintained. 

. *?•, during the last 10 or 15 years the period in which prices measured 

in gold out of India have continued to fall, prices measured in silver in India 



have virtually remained unchanged. The evidence of this may • be regarded 
as conclusive, and the fact can hardly signify anything bat that, while the 
quantity of money in countries using gold has gradually become 
insufficient for tbeir wants, India has been able to obtain the supply needed 
to keep her prices unchanged, and that there is no natural tendency to 
increase or diminish the supply of money beyond what will ensure this.. 

iiO. On the whole, there Seems no reason to suppose that the future demand 
for silver for India, which show's no signs of increase, could become a facto" 
of any great importance in determining the value of silver in relation to gold, 
or that additions to the rupee currency could sustain the value of silver in 
the future, by increasing the demand for that metal, to any greater degree 
than they have done in the past; and the same conclusion may be extended 
to the entire Indian demand for silver. There seems, therefore, to be nothing 
in the conditions of Indian trade that can tend to check the fall of the exchange 
value of the rupee ; and it is idle to anticipate relief from any expansion of 
that trade which has increased more than 50 per cent, in volume, while the 
exchange has been steadily falling from nearly 2s. to 1$, Qrl. per rupee. 

31. It also appears that while the present average yearly addition to the 
rupee currency is little more than 45 million rupees, with a tendency rather 
to diminish than increase, the value of the imports of gold has for some years 
gone somewhat beyond that amount; so that even if the proposed system of 
coining silver were strictly applied and the whole of the gold needed to admit 
of an addition of 45 or 50 million rupees to the silver currency were passed 
through the Mint, that amount of gold would be forthcoming without any 
necessity for increased imports or wasteful re-exports. In no ease could any 
difficulty arise as to the requisite quantity of silver, and under the arrange¬ 
ment previously explained the quantity of gold required, in the event of the 
value of silver falling to Is. 4 d. per rupee, would probably be less than 
600,000?, yearly. 

32. So long-as the price of silver remained below that corresponding to the 
fixed rate, 13 rupees to the sovereign, the quantity of silver required for coin¬ 
ing at that rate could be purchased by the Mint with a profit. If the price 
of silver rose and it wa3 no longer possible to bay silver without loss, the 
Mint would once more be thrown open for unlimited coinage. Small varia¬ 
tions of the price of silver on either side of the fixed rate would not affect 
the financial position of the Mint, and might be disregarded, 

38. Although a measure such as that proposed, which, on the further fail 
in the value of silver, would increase the cost of the rupee measured in gold 
above what it wculd have been had the Mint remained open, might have the 
effect of causing a somewhat smaller demaud for silver than that which 
■ might have arisen with an open Mint, there is no good reason for thinking 
that it would lead to any contraction of the rupee currency below its present 
volume, or prevent its natural expansion on the scale that would have been 
required for trade purposes had the value of silver remained as it now is. 
But no doubt, as the value of the rupee in relation to gold would become 
fixed, so prices expressed in rupees would follow gold prices, and with any 
further appreciation of gold, the rupee would rise in value and prices expressed 
in rupees would tend to fall. How soon or how far such an effect would be 
felt, it is impossible to say. But it. may be remarked that the relatively 
large imports of gold into India of late years compared to silver, and the 
absence of any marked tendency to increase the rupee coinage, suggest the 
inference that an action may have been set up in the opposite direction, and 



that India is now supplied with as much silver aa is needed for her Currency, 
and that this is becoming redundant, leading to a tendency for prices to rise, 
and giving a preference to the hoarding of gold rather than silver. 

34. It is very accessary to bear in mind that the obligatory payments of 
India in England, in gold currency, must lead to an increase of the burden 
of taxation on India, corresponding to every appreciation of gold in relation 
to the merchandise by means of which the remifctanees to supply those pay¬ 
ments are made. Whatever be the relative value of the rupee and Indian 
exports, the necessary volume of the exports rises and falls with the rise 
and fall of gold in relation to the exports. If the value of the rupee remains 
unchanged in India in relation to produce, while it falls out of India, a larger 
number of rupees must be provided by taxation to meet the Government 
•payments out of India,* if the value of the rupee rises ia relation to Indian 
produce, a smaller number of rupees will be needed, but the real burden of 
taxation will be to the same extent increased; but with the important 
difference that in the former case the burdens would have to be imposed 
directly by new taxes, and in the latter the needful result would be obtained 
imperceptibly through a fall of prices. Thus would be averted a recourse 
to those most dangerous measures of additional taxation against which no 
other practical safeguard has ever been suggested, and the impending necessity 
for which daily becomes more alarming, 

85. It is important that no misconception should arise as to the nature of 
the difficulties in which the Government of India is placed by the fall in the 
exchange value of the rupee. These difficulties, amounting, as has been 
more than once said, to very serious dangers, ate mainly administrative and 
political in their nature, and though they are attended with very mischievous 
consequences affecting the employment of foreign capital in India, it is not, 
and I believe never has been, alleged that what was long termed in the public 
Accounts u Loss by Exchange n is anything more than the increased sum 
in rupees required to discharge the gold liabilities of the Government in 
England ; neither has it been questioned that, with a fall in gold prices, 
India obtains some set-off against those increased rupee payments. 

86. So far as the fall in exchange serves to stimulate the Indian export 
trade, by requiring the export of a larger volume of produce to discharge pay¬ 
ments tq be made out of India, the advantage it gives is to a limited class of 
producers, and is paid for by the general tax-payer so far as the Government 

- reTu i ttances are concerned, and by the foreign investor of capital in India, 
or those persons who have to make or receive remittances from India, as regards 
the residue. The export of the increased quantity of produce required to 
compensate for its fall in value measured in gold must be paid for in the case 
of Government remittances by increased taxation, or made good by reduced 
expenditure on useful objects, and the country is in the end left the poorer 
to the full extent of this. The stimulus thus applied to Indian trade in no way 
differs in its operation from that of a bounty on exports provided from the 
public revenues, and, in the case of wheat, supports India in competing with 
English agriculture. It is certain that India as a whole cannot benefit from 
such a frtate of things, though no doubt it is greatly to the interest of a 
particular class to maintain it. 

37. That the trade of India has greatly increased during the period in which 
the fall of the exchange value of the rupee has been going on, is beyond 
dispute; the total value of the i in ports having increased from 443 million 


rupees in 1875 to 696 million rupees in 1885 ; the exports increased in value 
in the same time from 580 million rupees to 852 millions. But there is 
great reason to doubt whether this growth of the trade is to any important 
extent due to the fall of exchange. It has been before said that there is 
what may be termed conclusive evidence that the rupee prices of the chief 
products of India have not sensibly changed in this interval except as might 
have been expected xrom known variations of the seasons. Most Indian 
agriculture is carried on under conditions which leave little room to doubt 
that the prices of such produce in the local markets approximate closely to 
t he necessary cost of production. The really important change that has 
taken place is the reduction of the cost of transport to the ports of export, 
through the great extension of railways, and the simultaneous large reduction 
in the sea freights due to improvements in ships and marine engines, together 
with the almost complete removal of all fiscal burdens on trade. In this 
manner the necessary cost of delivering Indian produce in its foreign markets 
has been so greatly reduced as to have allowed of the export with profit, in 
constantly increasing quantities, even with the falling prices in those markets, 
that have accompanied the rise in the value of gold in relation to other 
commodities, including silver, . 

38. So far as the fall in the exchange value of the rupee is due to the 
appreciation of gold in relation to commodities generally, this fall can gb a 
no permanent advantage to persons trading with India, because the gold 
value of the rupee and of produce would fall together ; and though the 
rupee could be got for less gold, the produce it would purchase would be loss 
valuable in relation to gold, and to secure the same profit a larger number of 
rupees must be paid. It is therefore only by a fall in exchange not accom¬ 
panied by a fall in the gold price of produce, such as might be caused by a 
sudden reduction of the price at which silver is sold for export to India, that 
a stimulus to trade would Ire given; there is no reason to doubt that this 
action has from time to time taken place, and has bad a considerable tem¬ 
porary effect, but this necessarily ceases as prices readjust themselves, 

89. It follows, as a matter of course, that whatever stimulus to trade might 
have arisen under a continued fall of the exchange will be prevented if that* tall 
can he arrested. But there is very good reason to expect that this would be 
far more than compensated by the advantages to be obtained by the increased 
certainty in all trade, and the additional facilities given tor the investment of 
foreign capital in India, on which depends the further extension and improve¬ 
ment of the means of internal communication, and the reduction of the cost, of 
transport, which are so essential to the continued expansion of the commerce 

of the country. , . .. 

40. The same general considerations will apply to the imports into India as 
to the exports from it. If prices remain unchanged in India, while the gold 
value of Indian produce falls, the exchange of foreign merchandise with that, 
produce will become less profitable, aud must eventually cease, unless the gold, 
value of the foreign merchandise also falls to a similar extent, fu many 
industries this reduction of gold values will not take place, and the probabilities 
are that the general effect of the tall of gold values will be detrimental to t he 
import trade into India. At the same time, the reduced cost of transpo? >■ may 
operate so beneficially in an opposite direction as to admit of the general 
expansion of the trade, though with a tendency to reduce profits ju most 
oases. The known facts are thus sufficiently explained. 



41. Any rise of the value of the rupee in relation to it's value in silver 
that might be caused by adopting a gold standard as proposed would 
operate unfavourably to India in the trade with countries that 'continued to 
employ a silver standard, such as China and other States of Eastern Asia. 
For with any further fall in the value of silver in relation to gold the price 
of opium in the modified rupee currency would also fyll, and the revenue 
from this source would be diminished, while the competition of Eastern 
Asia with India in the export of tea and rice would be facilitated, and the 
export of Indian cotton manufactures might also be placed at some disadvan¬ 
tage. The compensation for this must be sought through the means before 
indicated. 

42. There are certain well-known objections to an inconvertible token, 
currency to. which the proposed measure would be open, so far as it 
tended to give that character to the currency of India. But, unless the 
relative value of silver to gold continued to fall seriously, those would not 
be of practical importance, and call for no prolonged discussion. That 
»o real inconvenience is necessarily caused by an overrated silver currency 
is sufficiently proved by the example of the States comprising the Latin 
Union, in which the legal tender silver coins are current at a nominal value 
which is now not lees than .30 per cent, in excess of their intrinsic value. 
It would probably he long before the intrinsic vaiue of the rupee fell to 
this extent below that which it now has, and whenever it became certain 
that no improvement in the value of silver was to be anticipated, the incon¬ 
venience could be remedied by the introduction of legal tender gold coins, 
and the final adoption of a gold standard in its usual form, which in the 
event contemplated would be virtually necessary, the existing silver coins 
remaining as a subsidiary legal tender currency as in tbe Latin Union. 
The case of Italy also may be referred to, in which an intrinsically worth¬ 
less paper currency for many years sufficed for the wants of that country 
with an .amount of depreciation in relation to gold which is insignificant 
as compared to that of the rupee at the present time. 

413, So long as the existing form, weight, and standard of the rupee re¬ 
mained unchanged, there is no reason to suppose that the people of India 
would become aware of the change, or entertain any objection to it, 
provided of course the rupee continued to be as heretofore the legal coin 
by which all obligations could be discharged* There is no country in which 
the risks from false coinage could be of so little importance, or the 
facilities for excluding false coins so great. 

44. In conclusion, I submit that the proposed measure would meet the 
essential requirements of the ease without causing sensible inconvenience 
or disturbance of trade, and would be simple in its application and effica¬ 
cious in its results ; and I maintain that if objections are not found to be 
of a far more serious nature than those that I have been able to discover, 
or that Lave been raised against analogous proposals on theoretical 
grounds, there can be no justification for refusing to adopt it, excepting 
the substitution of some other preferable course which shall apply a 
complete remedy to the existing alarming condition of things. 


Memorandum by Mb* R. Harmi* TREAstJRER and Secretary, Bank of 

■ Bengal, bated 22nd May 1886, 

The measure proposed by General Strachey, for giving India a gold stand¬ 
ard of value, without discontinuing the existing stiver coinage, is ingenious* 
but the necessity for adopting such a measure, or the merits he claims for it, 

Cannot, I think, be conceded. . 

Since the fall in the value of silver began, Indian trade has increased to 
an extent never" before experienced, and Indian finance has been so prosperous 
that large remissions of taxation were made two or three years ago. 

It does not, therefore, appear to be consistent with the facts to affirm, as 
General Strachey does, ihat India is now placed in an intolerable position bv 
the continued fall in the value of silver in relation to gold. . No doubt tuere 
are difficulties attending the present position, and these difficulties may in¬ 
crease, hut they are not likely to be by any means insuperable. General 
Strachey’s measure on the other hand, it it alleviated certain existing difficul¬ 
ties, would probably laud the country in other aim greater difficulties. 

If the adoption of a gold standard of value, as proposed, was decided 
upon, it cannot be doubted that a still farther heavy fall in the value of silver 
would take place, and that India would then stand possessed of, and. be no* 
q airing a currency valued far higher than its intrinsic value, and which would 
be inefficient for payments abroad. Such a system of currency would favour 
imports of merchandise, and discourage export of merchandise, and might so 
diminish the balance of trade in favour of India that increasing difficulties 
would he experienced in meeting India’s gold obligations. It i g quite con¬ 
ceivable that it might so affect the balance of trade as to produce what might 
be termed a dead-lock in the Indian Exchanges, inasmuch as the Secretary of 
Stale might he unable to sell his bills on India, at the artificial rate of ex¬ 
change established, to the extent necessary to meet bis cxpendituie in England. 
The example to which General Strachey alludes of the Slates of the Latin 
Union, in which silver coins are said to be current at 30 per cent, over their 
intrinsic value is hardly analogous, as these States are on a gold standard 
basis, and are possessed of sufficient gold to make that standard effective. 

Assuming, as a certainty, that one of the results of the adoption ot 
General Straehey’s measure would bo a further heavy fall m the value o*. 
silver, it would follow that the Indian export trade on which the prosperity 
of the country mainly depends, would be placed under serious disadvantages 
in the competition with other silver standard countries. General Strachey s 
measure would maintain a minimum rate of exchange approximating to h. bd. 
per "’rupee, but if silver fell to the price that yielded an intrinsic exchange 
of only 3« 3d. or Is. per rupee, and other silver standard countries did not take 
the same action as had been taken by India, but continued to accept silver 
freely as at present, it must be concluded that India, m the profitable produc¬ 
tion for export of the commodities which.thoBe countries are also producing 

for export,Would be seriously prejudiced. 

For example, if the people of China and ad jacent States obtained 10 or 20 
per cent, more silver for their Tea and ftioe tli&n the people of India drf.it 
Barely cannot be doubted that an immense stimuli would be giv.ll in those 
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countries to the production of the commodities referred to, and that their pro* 
ducfcion in India would be carried on under a great disadvantage. And, if this 
would be the ease in regard to Tea and Rice, it would be also more or less the 
case in regard to, all the other com modi ties which India exports, for it cannot 
be positively affirmed that she has, or will continue to have, the monopoly of 
the production of any article which appears in her export list It is therefore 
to bo assumed that commercial enterprise in India would be greatly diecour- 
aged by the existence of a system of currency widen placed the trade of India 
under such a disadvantage as would result from charging a seigniorage, which 
might be 10 or 15 per cent, or more, on her coinage, and which seigniorage 
would in fact operate as a duty on all Indian exports. The consequences of 
such a state of things can hardly be over estimated—instead of an expanding 
trade, there would be a declining trade with falling prices, and if the Goverif- 
ment succeeded by the operation of General Strachey's measure in limiting 
what is called its annual loss on its gold payments, it; would certainly suffer 
greatly in certain branches of its Uevenue, and that probably to a'greater 
extent than the advantage it bad secured in respect of its gold obligations. 

In the last 10 years exchange has fallen from Is. lQd. per rupee to under 
l** fi d. per rupee without, it is believed, causing permanent financial embarrass¬ 
ment to the Government. Instead of additional taxation having been found 
necessary to meet the so-called loss by exchange, remissions of taxation were 
conceded in 1883 to the extent of about 8 crores of rupees per annum, while 
14 erores per annum have for some time been especially assigned from, the 
Revenue for a Famine Reserve. It may reasonably be expected that this 
experience of a railing exchange as regards the past,'will be repeated to some 
extent i i the future, and that, if exchange should fall to even la. Sd. per 
rupee, under the present system of the Mints being open to the free coinage of 
silver _ that Government will receive under several - heads of the Revenue, such 
as Railways, Stamps, Excise, and Salt, very considerable compensations as a 
set-off. for the lose by exchange. 

General Strachey says it may be freely admitted that it is a very extreme 
measure to interfere with an established currency, and that nothing but ex¬ 
treme urgency Can justify it. The extreme urgency for the change he pro¬ 
poses lies, he affirms, in averting a recourse to what ho terms dangerous 
measures of additional taxation. It may be urged, however, that General 
Strachey is disposed to much exaggerate the objections to additional taxation, 
and to i gnore the circumstance that a declining exchange, or a fall in the’ 
value of silver, far more suggests the adoption of additional taxation than the 
adoption of some fundamental and farreaching change in the currency of the 
country, the consequences of which for good or evil it, is very difficult to fore¬ 
see or determine. On the other hand, it can hardly be questioned that addi¬ 
tional taxation is amply justified and cau be imposed without injury to the 
community, under such circumstances as result from a fall in the value of the 
meta. which forms the standard currency of the country. 

The adoption of General Strachey’e measure would, it is believed, result 
in a fall in the Indian prices of commodities, and in the contraction of Indian 
exports, and I think such a result must be viewed as being opposed to the 
best interests of the country. It appears to me that, hut for its gold obliga¬ 
tions, the Government could afford to view the fall in the value of silver with 
equanimity, .1 not with satisfaction, and. the question therefore crisesIs it 
really lor the advantage of India, in order to minimise the loss on the Govern¬ 
ment s gold obligations, to take what. General Strachey describes as the 



extreme measure of interfering with her established currency ? I feel hound 
to answer this question entirely in the negative, and to assert that the in¬ 
terests of India will be best served by adhering to her present standard, and 
keeping her mints open to the coinage of silver without limit. Silver is a 
metal which continues to be held in almost undiminislied estimation by the 
vast; populations of the East: it is the money of India, and money, iu my 
opinion, is one of the greatest wants of India. With a silver standard, and 
free coinage, India is likely to obtain money to the greatest extent possible ; 
whereas with a gold standard on the basis of an exchange of Is. 6 d, per rupee, 
the supply of money, for the reasons I have stated, would probably soon be 
restricted, prices would fall, and there wonid be no hope of any increase to 
the already miserably low average of the wages of the population. The re¬ 
verse of these conditions may, however, be expected by adhering to the silver 
standard, for if silver should continue to fall, as appears extremely probable, 
prices and wages will rise, production will increase, and these acting together 
will lead to increasing commercial developments. The effect of General 
Strachey's measure would be to hold all these forces in abeyance, and to ulti¬ 
mately tend to producing a decline in all, and commercial retrogression. 

General Strachey puts forward his proposed measure as a legislative mea¬ 
sure, which, he submits, would meet the essential requirements of the Indian 
currency, without causing sensible iuconvenience or disturbance of’trade. The 
correctness of Ms conclusion cannot, I think, be admitted. His measure 
appears to be the result, of giving undue attention to minimising the loss 
arising on the Government's gold obligations, and to protecting the interest 
of Anglo-Indians and the foreign capitalist; with investments in India. But 
the interests of such as creditors it is clearly not the duty of India, as the 
debtor, to protect against loss, to her own injury.. People having their capital 
in. silver must accept the risk of depreciation in the same wav as those who 
have capital in land or any other security. Moreover, it may be contended 
tbat, if legislative measures are to be had recourse to with the object of miti¬ 
gating the adverse conditions of the present situation, they should be in a 
different direction ; that they should be in the direction of abolishing all 
export duties, instead of imposing export duties, which would be the practical 
effect of any seigniorage charge on the currency ; that especially the rice duty 
should be abolished, and that duties on all imports should be imposed to such 
an extent as the revenue may require to be supplemented to meet the increas¬ 
ing loss by the fall in the exchange. Import duties, in addition to the 
revenue they would yield, possess the great merit of contributing to increase 
the balance of trade which India would have annually to receive in bullion, 
and in that way to increase the Indian demand for silver, land maintain its 
price. 

I t hink it may be affirmed that the general adoption of Bi-metallism 
would afford a far bettor solution of the siivei question, as regards India, 
than General Strachey's measure, even although the former might establish a 
higher exchange than the rate of 1 s. 6d. proposed by General Stracbey, inas¬ 
much as general Bi-metallism would result in all silver standard countries 
paying the same price for their currency, no one having any advantage over 
the other. India under such conditions could, therefore, hope not only to 
maintain, but to increase her trade in the commodities which she has the 
capacity to produce. Farther, in regard to General Strachey's measure, it may 
be stated that when the exchange fell to 1$. 9d. per rupee, the position was 
considered as serious as it now is considered, and if his measure had then been 
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imposed with the object of maintaining an exchange of 1*. 9d., it can he 
imagined that, with the Indian currency on such a gold basis, Indian trade 
would not have manifested that elasticity and prosperity which have been its 
characteristics in recent years. In view of that conclusion it may be assumed 
that a measure which now fixed the exchange at a minimum of Is. &d» might .be 
as unadvieable as the measure to fix it at a minimum of Is. 9d. would have 
been. 

In conclusion I would observe that the whole position of India, a» a 
nation, in regard to the silver question, may be stated broadly as follows. 
The foreign trade of India consists of exports of merchandise and imports of 
merchandise : the exports pay not only for India’s gold obligations abroad, 
but for her imports of merchandise as well, and a balance always remains in 
her favour. This balance she takes in silver. If silver is cheap, she gets 
more of the metal than she would get if it were not so cheap, and I hold that 
it is most to her advantage to get more, than less silver. It, moreover, ap¬ 
pears obvious that the pressure of the gold payments upon India as a whole 
depends not upon the price of silver, but upon the gold prices realized for the 
merchandise exported to meet such gold payments, That the Government is 
in the position of receiving its revenue in silver, it may be asserted, does not 
affect that, the national, aspect of the question, and in my view it is, there¬ 
fore, clearly the duty of Government to meet any financial necessity arising 
from a fall in the exchange, either by increasing taxation or by reducing ex¬ 
penditure, or by both. To attempt to meet the difficulty by taking the 
extreme measure of changing the standard of value is, I think, out of the 
question, and I express this view, holding the opinion that the value of silver 
will probably yet fall considerably. 
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Memorandum by Mr, J. Westland, Comptroller and Auditor General, 

dated 84th May, 1886. 

Id noting upon the subject of Oeaerai Strachey’s Memorandum, I shall 
try to confine myself to the particular question he raises without touching 
more general ones, which are equally implied in the discussion. For instance, 
General Strachey assumes what it is quite possible that he may have else¬ 
where discussed, but what he gives no reasons for in this Memorandum, that 
a gold standard is per se, for India, preferable to a silver on e—-a proposition 
Which I consider an extremely doubtful one. l am inclined rather to say 
that greater facility in meeting its home obligations is the only interest that 
India has-in a gold standard; and, if a silver standard is better with respect 
to all its other relations and concerns, I cannot concede that the question con¬ 
nected with its home obligations is of such tremendous importance as to over¬ 
whelm all others. The fact that we European officials, regarding our con¬ 
nection with India as only temporary, look to the gold standard of the coun¬ 
try, where we ultimately intend to live, as preferable, for our own purposes, 
to the silver standard of the country where we earn our living, is somewhat 
apt to increase in our eyes the importance of remittance from India to Eng¬ 
land. But if we meant to stay in India all our lives, and our children after 
us, as the infinite majority of people dwelling in India do, I doubt if we 
would look upon a manifestly appreciating standard as more- desirable than 
one which has been fairly steady in the past, so far as absolute value can be 
measured, and which, if anything, is likely to depreciate in future, that is, to 
lead to a general rising of prices and of wages. I believe that the introduc¬ 
tion of an appreciating gold standard into India, by its direct operation in. 
reducing oar revenues, would in all probability lead the Government into 
much greater difficulties than any arising out of the exchange question. 

However, the immediate question I wish to take up is rather what the 
precise effects would be of the proposal made by General Strachey, than 
whether these effects are in themselves desirable or the reverse; and here I 
think that General Strachey in his Memorandum confines his attention too 
exclusi vely to the immediate effect, of his proposal upon the rate of remittance 
and does not sufficiently take into consideration the effect of the new condi¬ 
tions upou trade generally and upon the amount of remittances which the 
state of trade makes available. 

Taking the three parties concerned in the matter, namely, India as a 
nation on the one side and England on the other, with the Government (or 
the Secretary of State) intervening between them, their relations may he 
thus described. India has a certain amount of merchandise for export, and 
ia also under an obligation to pay to the Government of India, in the form of 
taxes, an amount of silver which represents the necessary payments of the 
Secretary of State, On the other hand, she wants a certain amount of im¬ 
ported merchandise and a certain amount of silver. The actual routine of 
business is as follows :— 

She exports her spare produce, and receives in return therefor— 

(1) the value of her requirement of imports ia the form of bills’ 
payable in England in gold ; 






(i) her requirement of silver, in silver bullion; 

(3) debts due by the Secretary of State and payable in India in 
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Of these receipts, she exchangee No. (1) against the imports she requires, 
and No. (3) against her obligation to pay the taxes above described. 

Now, suppose that the value of gold as measured in silver and other goods 
becomes enhanced. So far as operation No. (1) is concerned, the exchange 
between imports and exports will remain the same in quantity, though the 
intermediate stage, the expression of the common value in bills payable in 
gold, will be smaller. As regards operation No. (2), India will also get the 
same quantity of silver for the same quantity of exports, But as regards 
operation No. (3), the debts are greater in value and India must export 
more—that is, she must press her exports in order to make up the requisite 
amount. She might indeed, by putting a tax on imports, put an obstacle in 
the way of operation No. (1), and thus drive a larger amount of her exports 
into channel No. (a) ; but leaving an import duty opt of account, the object 
can lie accomplished ouly by her becoming* able, either by cheaper methods of 
production, or by a change in the rate of exchange, which will give her more 
silver for the same price paid by the consumer, to increase the amount of 
her exports, and by consequence the amount to be paid to her in all three 
forms pat together. 

Now this cheapening of the exports of India, so far as the consumer is 
concerned, occurs, ipso facto, by the mere rise of the value of gold, and wo 
may, therefore, after such a rise, expect the exports naturally to increase, 
enough to give rise to the neeessary demand for the purchase of the additional 
amount ot debts due by the Secretary of State. This effect may nob imme¬ 
diately reveal itself in the ease of a fall in the value of silver, because the fall 
or silver has, first of all, to be translated into a rise, with reference to commo¬ 
dities generally, of the value of gold ; hut this is the form in which the com¬ 
pensation does eorne, and it is the form in which, daring the last ten years, it 
has continually been coming. 

But now suppose that the Government decrees that, as all the silver coming 
to be paid in exchange for exports in the course of operations No. (8) and No. 
(8) has to pass through its hands, it w ill take away a part, of it, and pass out to 
the exporter only the remainder. There is now an obstacle in the way of 
operations H?) and (8), and since Government appropriates part of the pay¬ 
ment made through these operations, but on the assumption of there being up 
import duty appropriates no part of the payment made through operation No. 
(1), commerce will be more and more driven into that channel, and imports 
will be increased, Moreover, as the value of exports is, to begin with, greater 
than that of imports, the necessary result of their being driven into exchange 
with each other will be that the imports will tend to enhance still more in price 
than in quantity, and exports on the contrary will diminish still more in price 
than in quantity ; thereby still further dimiuisbing* the balance of trade 
which has to seek payment through operations (3) and (8). 

But still another effect will follow. Experience shows us that the im¬ 
portation of a certain quantity of silver, through operation No. (2), lias been 
accompanied by comparative stability of prices in India ; and it follows that 
the cessation of that importation will directly lead to a fall o£ prices. And a 
fall of prices operates! to discourage production, and consequently to diminish 
exports, especially when, as in the case supposed, it is carefully prevented 



from reaching' the consumer, and influencing him towards increase of consump¬ 
tion. So that hot only the primary but also the secondary tendency of the 
proposed operation is a reduction of exports. And a diminution oi exports 
has serious eonsequeuces, not only to the nation itself as a trading nation, bu r . 
to the accounts of Government directly through its relation to railways. 

It seems to me, therefore, that the result of General Strachey's proposal 
will be to create even greater difficulties than at present, exist in the supply of 
the Secretary of State with remittances. That supply requires, for its con¬ 
dition, the existence of a certain balance of trade; and the proposed, ^method 
goes directly to diminish that balance of trade. In fact, General Straehey 
argues throughout as if the only competition with Secretary of State’s bills 
was that of silver offering in London, and he finds, therefore, that the imposi¬ 
tion of an artificial burden upon that commerce in silver necessarily results 
in an advantage to bills. But the truth is, that there is a third competition., 
for the exports, namely, the merchant who tenders to India an equivalent in 
imports; and as his operations are unaffected by the artificial enhancement of 
the price of silver in India, he will merely step in to occupy the ground 
vacated by the Secretary of State and the tenderer of silver. And India, as 
a whole, instead of getting for her present amouut of exports both her present 
amount of imported merchandise and her present- amount of imported silver, 
and the discharge of some or 15 millions of sterling obligations, will find 
that her production of exports falls off, and that the account, of what she 
receives in return for them is only a little bigger in the matter of imported 
merchandise, and is miserably smaller under the two other heads. 

I would point out in conclusion that it follows from my argument, if it 
is a correct one, that part at least of the remedy for present difficulties is to 
be found in the imposition of an import duty. The part of the exports of 
India which is paid for through what I have called operation No. (1) is much 
larger than the other two parts put together. -The effect of an import duty 
will be to diminish this first part of the exports, by driving over a certain 
quantity into channels Nos, (2) and (8) ; and even a small proportional de¬ 
crease in this first part may cause, by its transference, a comparatively targe 
proportional increase in the amount that gives rise to the demand for silver 
and for Secretary of State's bills. 
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MEMORANDUM BY Mb. D. BaEBOUK, SbOEETABY TO THE GOVERNMENT. OF 
India, Department of Finance and Commerce, dated 11th June, 
1886. 

Lieutenant-General Straohey proposes to alter the monetary standard 
of; India from silver to gold, retaining, however, a silver currency; 

A. change of standard is at any time and in any country a very serious 
question j and a change to a gold standard involves special risks at the present 
moment,'when gold prices have largely fallen and when there is reason to fear 
they may continue to fall. 

The obieefcions to an over-valued metallic currency are of special force in 


f|/Tiie objections to an . 

a country like India, which differs widely in its economic and political condi¬ 
tions from European countries. 

It is therefore incumbent on the Government of India to examine closely 
the grounds on which Lieufcenant-Geueral Straohey proposes so great a 
change. 

2. The ultimate cause of the evil which Lieutenant-General Straohey s» 
proposal is intended to remove is the instability of the relative value of gold 
and silver, the tendency being for sil ver to fall and gold to rise. 

The evils which are caused by the instability in the relative value of gold 
and silver, and by the continuous rise in the relative value of gold, are the 
following, so far as regards India 

(1) The Government of India, having obligations payable in gold and 

a revenue payable in silver, finds it necessary to pay away an 

increasing number of rupees to meet its gold obligations. 

(2) European officers of the Government of India suffer from a some¬ 

what similar cause. 

(3) The fluctuations in the relative value of gold and silver add to the 

uncertainties of commerce between India and countries with a 




* A mite* in the Statist of 20th February last 
estimates that the saving iu England from fall in 
prices is as follo ws 

Income,, 

£ 100 per annum 


£ 500 ‘ ditto 

£ 1,000 ditto 
The estimate is, avowedly. 


Saving. 

ler/o 

11 * 7 . 
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a very rough one, 
and there is no saving in the oosfc of educa tion, 
which is the chief burden on Anglo-Indian 
officials. 


4. As regards the European officers of Government serving in India, it 

may be observed that they get 
some compensation* for the fall 
in the relative value of silver by 
the lowering of prices in England; 
that they cannot expect to be 
entirely relieved from the effects 
of that depression which has in 
various ways affected many of 
their countrymen in England to 
an extent, which is equally serious; 
and that, even if the fall in ex¬ 
change should lead to additional expenditure by Government in. connection 
with them, the total amount will not be very great. 

The fluctuation in the relative value of the two metals adds to the un¬ 
certainties of commerce ; but this evil cannot be very injurious to India, as 
her commerce has grown far more rapidly during the period that this disturb¬ 
ing cause has-been at work than at any previous time. Silver prices have 
been maintained at about their former level while gold prices have 
been falling, and so far as regards trade and commerce, the countries with a 
gold standard seem to have suffered most. 

Nor is the difficulty connected with the cheek on the flow of capital 
towards silver countries one of vital importance. Although countries with 
a silver standard have to accept the risk of borrowing in gold, yet they get 
some compensation in the form of lower interest, and, as a rule, it is optional 
with them to borrow or not, so that they are not absolutely hound to con¬ 
tract gold liabilities. 

5. Looking then to the evils which have been enumerated under heads 

(2), (d)> and (4) in paragraph 2, there are not sufficient grounds to justify 
the alteration of the standard in a vast empire like India, and especially the 
adoption of what appears to be an appreciating standard; still less is there 
sufficient ground for having recourse to a gold standard with an overvalued 
silver currency. * 

If there is sufficient justification for the proposed change, it must be 
looked lor in the increasing burdeu which is thrown on Indian finance owing 
to obligations having been already incurred in gold, and owing to the special 
political difficulties which lie in the way of imposing additional taxation to 
meet the additional burden. 

In desiling with this aspect of the question, the first step is to 
what the additional loss really is. 

6. It is sometimes said that the loss to Government is the amount shown 
as exchange in the public accounts, and consequently that the loss to Govern¬ 
ment was estimated at Rs. 4,83,76,000 for I8H6-87 ; but this belief is not 
correct, and the loss to Government is not, in any sense of the term, 
so much as is supposed. 

i will take in the first place an extreme case,—that of an officer who 
receives iu England the equivalent in sterling of a pension of, say, Rs. 5,000, 
fixed in rupees. When exchange is two shillings per rupee, the officer receives 
£500 sterling, and nothing is shown in the accounts on account of exchange; 
—when the exchange is Is. 6d. per rupee, the officer receives £375 sterling, 
and £135 (really Rs. 1,250) is shown as exchange. 


ascertain 


In the latter case, it would be commonly said that Government had lost 
Rife 1,250 by exchange j but. |^ere has really been no loss to Government, the 
payment in each ease having been the exact, sterling equivalent of Bs. 5,000 
at the exchange of the day. 

A similar remark applies to all leave allowances fixed in rupees but pay¬ 
able in England, unless in certain cases when there is a maximum or minimum 
fixed in sterling. 

Again, if the Government incurred debt on the 8.1st of March to the amount 
of £8,000,000 sterling bearing interest at the rate of 3 per cent, per annum, 
the charge for interest would be entered in the accounts at £180,000, and 
there would bo an entry of exchange at £80,000 (really Bs. 6,00,000) it the 
rate of exchange during the year were ty. Qd, per rupee, and this sum of 
Rs. 6,00,000 would be commonly spoken, of as lose by exchange ; in reality 
there is no such loss. The Government' has borrowed £6 ,000,000 sterling*, 
equal to 8 orores of rupees, and pays as interest £180,000 sterling equal to 
84 lakhs of rupees. 

Rut if the Government borrowed money when the rate of exchange was 
!*, 8rf. per rupee, and if the rate should afterwards fall to U. 6#., there would 
be a loss, which, however, should be measured, not by the difference between 
an exchange of Is. Qd. and 2a. per rupee, but by the difference between Is. 6<7. 
and Is. 8</, 

Thus, if £10,000,000 sterling is borrowed at 4 per cent, per annum when 
the rate of exchange is Is. 8 d., the interest charge is £400,000 sterling and 


the exchange is Rs. 8,00,000 : as soon as the rupee■ falls to Is. Qd„ the 
exchange becomes Rs, 13,88,000, and the red loss from the fall in the gold 
value of the rupee is the difference between Rs. 13,33,000 and Rs. 8,00,000, 
or Rs. B,33,000. To take the figure of exchange entered in the accounts as 
the real loss to Government involves in ttys ease an error of no less than. 
Rs. 8,00,000. In fact, the figures entered in the public accounts under the 
head * Exchange f are merely the numbers which must be added to the figures 
representing gold payments in order to get figures which represent the value 
of these payments estimated in silver, and they are not, and do not purport 
to be, the" figures of the real loss to Government due to the fall in the 

relative value of the rupee. ■ , 

Moreover., the Government can borrow in grold at a lower rate oi interest 
than it can borrow in silver, and the rate of exchange must fall considerably 
below the rate of the time of borrowing before the real loss by exchange 
balances the gain from borrowing in gold rather than in silver. The 


Government in'such cases deliberately balances the gain in rate of interest 
against a certain amount of loss owing to the fall in the value of the rupee, 
and takes the risk. 

7. The argument which I have applied to the nominal loss by exchange 
in the case of borrowing applies with equal force to contracts made with 
Railway Companies. The real loss is not to be measured by the difference 
between the exchange of the day and an exchange of Re. 1 =»* shillings, but 
by the difference between the rate of exchange of the day and the rate or 
exchange of the time when the contract was made with the. Railway 

Nor do I think that in the case of expenditure tor the purchase of stores, 
we should take into account any loss by exchange. The Government knows 
what the gold price is when it decides to purchase a certain commodity, 


and 


it knows what the rate of exchange is, and consequently it knows the amount 


of rupees it will have to give ; and it gets the commodity for the price in 
rupees which it knew it would have to pay. If it does not like the price, it 
need not purchase the article. No doubt, if the rate of exchange were 2 
shillings per rupee and the gold price of the commodity did not alter , Govern¬ 
ment would pay fewer rupees than when the rate of exchange was Is. 6 d. per 
rupee. But I do not sec how in such cases we can fairly omit to consider the 
gain due to the fall in the gold prioea of commodities, and yet treat as loss 
the full in the gold price of silver. 

As a matter of fact, the gold prices of commodities have fallen more than 
exchange has fallen, and Government now gets English stores for fewer 
rupees than it used to pay when the rate of exchange was 2s. the rupee. The 
Director General of State Railways has kindly furnished me with figures 
which illustrate this portion of the case, but I shall quote only a single 
instance, and that by no means the most remarkable. In 1873 a too of iron 
girders, of a certain class cost the Government of India £17-10 in England ; 
in 1885 the cost was only £10-5. 

8. I have mentioned the facts stated in the preceding paragraphs simply 
with a view to indicating the real dimensions and nature of the burden im¬ 
posed on the Government of India by the continuous fall in the rate of ex¬ 
change, and not with any intention of making light of that burden, or of 
attempting to prove that no special efforts need be made to find a remedy. 
Even after every item of fictitious loss has been deducted and every allowance 
made for the fall in English prices, the magnitude of the burden is of a very- 
serious character. When a large and sudden fall takes place, the finances are 
temporarily disorganised , and if a heavy fall occurred at a time when the 
finances were seriously strained from, other causes, the financial difficulties 
that would arise might prove a source of positive danger. 

9. The growth of the Indian revenue since the fall in exchange began 
bas been very great, and such as nobody could have anticipated ; but it must 
necessarily be a matter of doubt whether the next ten years will be marked 
by equal financial progress, and the recent sudden and heavy fall in ex¬ 
change has come upon ns while the finances were being severely taxed to 
oarry out a system of famine and frontier railways, and at a time when 
the defence of the empire demanded an increase of military expenditure. 
But great as our present difficulties are, 1 think that, in the absence of other 
adverse influences, they can be surmounted by effecting reductions of ex¬ 
penditure, by deferring improvements in the administration, and, if’necessary, 
by taxation of a character to which there are no insuperable objections on 
political grounds, at least so far as India is concerned. In 1883 the Govern¬ 
ment remitted taxation to tbe amount of 800 lakbs; no portion of this tax¬ 
ation has since been reimposed, and the political objections to reimposing it 
derive their force rather from public feeling in England than from public feel¬ 
ing in India; nobody can wish to see the salt duty raised, and the reimposi¬ 
tion of the import duties is open to many objectionsbut this taxation could 
be imposed without causing any strain worth considering on the goodwill of 
the Indian population, and if Her Majesty's Government leaves India to 
struggle with the exchange question as she best may, India should be allowed 
some latitude in selecting those forms of taxation which are least obnoxious to 
the Indian people. Even if the Government of India were to impose 
additional taxation to the extent of 21 crores of rupees, the total taxation of 
the country would be no heavier than it was in 1881-82, and 1831-82 was a 

. year of remarkable prosperity. India has undoubtedly before her a period of 




severe financial pressure, owing to the fall in the relative value of the rupee, 
but the difficulties to be encountered can, so far as it is now possible to foresee 
them, be met by economy and taxation. If, however, war, famine, or a great 
fall in the opium revenue should occur before our immediate difficulties" had 
been surmounted, the gravity of the position would be immensely 
aggravated. 

After all, my contention comes to no more than this, that the difficulties 
which lie immediately before us can be surmounted by ordinary financial 
measures, though such measures may require the country to make great 
sacrifices and postpone important improvements. We are not driven by a 
force which we cannot control to adopt heroic remedies or try dangerous 
experiments. 

10, Lieutenant-General } Straehey*s proposal is intended to guard the 
Government against the effects of a fall in the t . value*’of silver relatively to 
gold, such fall being due either to a rise in gold or a fall in silver; and his 
method of effecting his purpose is by a manipulation of the Indian currency. 
Now, as has already been shown, the loss to India from the relative fall of 
silver arises from the fact that India has in past years engaged to pay away 
every year in England a certain amount of gold. India can only obtain this 
gold by offering in exchange for it the produce which she exports. Iii the 
gold prices of her exports are high, a less quantity will purchase the neces¬ 
sary amount of ghld ; if the gold prices are low, she will require to give a 
larger quantity. The loss or gain therefore to India, as distinguished from 
the Government of India, in respect of her permanent gold' obligations depends 
entirely on the gold prices which she can obtain for her exports. No 
manipulation of the Indian currency can possibly affect the gold prices of 
Indian exports, and therefore General Strachey's proposal could in no ease 
give any relief to India as a country, whatever effect, it might have on the 
financial -position of Government, dust as much as Government gained, just 
so much must the Indian people lose. 

11, Lieutenant-General Strachey’s scheme is essentially a proposal to 
charge a varying seigniorage on the coinage of rapees in such manner that 
the cost of a rupee to the tenderer of silver for coinage would be -fa of a pound 
sterling, assuming that the rate of exchange to be maintained was 1$. 6d, per 
rupee. 

At present the rupee contains 105 graius of fine silver. Under the pro¬ 
posed scheme, it would still oontain the same amount of fine silver; but if the 
rupee fell relatively to gold—and this is the one result against which Lieute¬ 
nant-General Straehey wishes to guard, and his proposal is unnecessary unless 
the rupee is about to fall—it would cost more than 165 grains of fine silver, 
because the tenderer of silver for coinage would be required to tender, not 
merely 105 grains of fire silver for yaeh rupee, but a certain amount of gold 
as seigniorage. Let us then assume that silver fell relatively to gold to such 
extent that'it required 165 graius of fine silver plus an amount of gold worth 
83 grains of silver to obtain a rupee, or in other words that it required i98 
grains of silver to purchase one rupee, and trace what the effects would be. 
t shall show, hereafter, that it would probably be found impossible for some 
years to maintain the rupee at Is, 6d., hut for the sake of argument it will 
be assumed that the measures proposed by Lieutenant-General Straehey have 
been adopted, and that the exchange is thereby maintained at 1«. $d, per 
rupee. 



12, The revenue of Government for our purposes may he divided into two 
classes. There is the revenue which is fixed for ever, or for a long period, at 
so many rupees, and there is the revenue which is the result of bargaining. 
The permanently settled revenue is a perfect example of the one class, and the 
price paid for Bengal opium of the other class. If the revenue has been fixed 
permanently at so many rupees, each containing 165 grains of silver, and we 
say that, in future the rupees must, practically, contain 198 grains of silver, 
we simply gay indirectly that everybody who has hitherto paid Re. i to 
Government on account of permanently settled revenue shall in future be 
required to pay Rs. 1$. The burden or the permanently settled land revenue 
would be increased by 20 per cent, and the burden of all land revenue settled 
for a period would be similarly increased until the close of that period. 

But as regards all revenue which is the subject of bargaining, the result 
•would be different. Let us take the ease of Bengal opium, which is sold to 
the highest bidder and is bought mainly for the China market. China is 
willing at present to give, say, Rs. 1,200 for a chest of this opium, but it is 
on the understanding that the rupee contains 165 grains of silver; in other 
words, China is willing to give 198,000 grains of silver for a chest of opium. 
If you say that the rupee shall be equal to 198 grains of silver iustead of 165 
grains of silver, you will not thereby induce the Chinaman to give more than 
398,000 grains of silver. The only result will be that you will get 1,000 of 
the higher rupees instead of 1,200 of the lower rupees. 

Consider, again, the case of Mulwa opium, on which a fixed duty of 
Rs. 650 per chest is charged. If the rupee is to bo of the value of 198 grains 
of pure silver and not of 165 grains, this fixed duty is practically raised by 20 
per cent, and becomes equivalent to a charge of Rs. 780 of' our present rupees. 
But Malwa opium could not at present bear a charge of this amount, and it 
would be necessary, instead of charging Rs. 650 of the new rupees per chest, 
to reduce the duty to Rs. 542 of the new rupees. 

In the administration of the Excise Department the Government of India 
attempts to raise the maximum revenue without either encouraging consump¬ 
tion or giving rise to serious smuggling. 

The maximum revenue is irt this case + he maximum amount of silver that 
can be obtained in exchange for certain privileges, and we shall get the seme 
amount of silver whether we coin it into many or few rupees The amount of 
silver that the public will give depends on the public, and it is the same to 
them whether they give us so many pieces of metal each of the value of 165 
grains of fine silver, or a fewer number of pieces of metal each of the value of 
198 grains. In the ease of the export duty on rice, of the Salt revenue, of 
the Post Office, Telegraph and Railway and Irrigation receipts, the adoption 
of Lieutenant-General Strachey's proposal would simply amount to increasing 
the charge we now make by 20 per cent.—a course which is equally open to 
Government at present, without having recourse to the extreme measure of 
altering the standard. 

18. The expenditure, like the revenue, may be divided into two classes— 
expenditure permanently fixed in rupees for a number of years, and expen¬ 
diture which is the result of bargaining from year to year. In the former 
category would be included all Interest on debt, and all Pensions, and Salaries, 
Assignments, Compensations, and the like. 

For the present we are concerned only with the portion of this expenditure, 
which is payable in silver. 


Ii' we altered tlie value of the rupee from 165 grains of fine silver to 108 
grains of flue silver, we should increase the burden on the tax-payer in respect 
oi all public expenditure fixed for a term of years by 20 per cent, because the 
number of rupees to be paid away would be unchanged, while each rupee 
would be one-fifth more valuable than before. The net charge for interest 
on silver debt of all kinds in 1886-87 is Its, 4,18,52,000. The increased 
burden cm that amount, would be Rs. 86,70,000 in our present currency; the 
increased burden on the tax-paver to meet the expenditure on Assignments 
and Compensations and Territorial and Political Pensions would be about 
Rs. 80,00,000, while the increase on Civil, Military, and Public Works sala¬ 
ries payable in rupees would be simply enormous. The aggregate of these 
salaries exceeds 21 f crores annually at present, and the additional charge 
would be Rs. 4,85,00,000 ; of which, however, a portion might be recovered 
by reducing salaries The additional charge for Opium also would be about 
Rj>. 40,00,000 a year though possibly a 'corresponding reduction could be mad© 
in time, and at the cost of much discontent. All these extra payments, as well 
as ethers which I have not enumerated, would have to be taken from the tax¬ 
payer in one form or another: and the tax-payer would pay not merely any 
future loss, due to exchange falling below \s. 6d., on the gold obligations of 
the Government of India, but an increase on all the permanent silver liabili¬ 
ties of Government of exactly the same magnitude. 

14. The facts of recent years show that the silver standard is well suited 
for India in every respect, except in so far as she has incurred gold obliga¬ 
tions ; and, save as regards this matter of permanent gold obligations, India 
with her silver standard appears to me to be much better off than those 
countries which have got a gold standard. 

I cannot therefore find sufficient justification for 1 -Lieutenant-General 
Skaehey’s proposal, unless it be held that a further fall in exchange would be 
immediately followed by a corresponding rise in silver prices of all commodi¬ 
ties iu India of at least an equivalent amount. Of this there is no proof, and 
in my judgment no likelihood. The fall in exchange has hitherto been 
followed by a fall in gold prices, not by a rise in silver ones. 

35. In the preceding remarks I have dealt with the effects of the proposed 
change on the public finances, and on all persons who had to pay money to, 
or receive money from, Government. But the effects of the change would 
extend far beyond this area. All contracts made in the past would be equally 
affected by it, and the burden of all contract payments, as well as of all pay¬ 
ments which, though not fixed by contract, are determined by custom rather 
than bargaining, would be increased by 20 per cent. Take the case of a Tea 
Planter. He would receive for his produce exported to Europe one-sixth 
fewer rupees than he would otherwise have done. But. he would have to pay 
away just as many rupees as before on account of any money he had borrowed, 
on account of bis land revenue, and, for a considerable time at any rate, the 
same amount of rupees on account of wages, fixed salaries, and rent. 

Until prices and wages had adjusted themselves to the new state of 
affairs, the effect on the tea industry would be the same as a heavy 
export duty of probably not less than 10 or IS per cent, and the pro¬ 
cess of adjustment would involve ruin to the present race of tea planters, 
unless simultaneously there should occur a corresponding increase in the 
quantity of silver exchangeable for tea. There has not been any such 
increase in the past, and there is no reason to anticipate it in the future. 
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16, The simple facts of the case are that the Government of India has 
contracted permanent obligations which compel it to provide some 14 millions 
sterling in gold every year, that the gold prices of Indian products have 
fallen, that it consequently takes a larger quantity of Indian products to 
buy the necessary amount of gold every year, and that India as a country 
cannot receive any benefit in the matter unless the gold prices of her 
commodities should rise, or she should be able to produce them more cheaply. 
Lieutenant-General Straehey’s plan would not raise the gold prices of Indian 
commodities, and so far from enabling them to be produced more cheaply, 
might very seriously, and perhaps disastrously, hamper and clog Indian 
industry. 

If it be said that the scheme is not intended to benefit India but only 
to save the Government from financial difficulties, I would reply that 
it is difficult to separate the interests of India from those of the Government 
of India, and that the fact of the Government of India placing itself in a 
position in which it has to find, at an increasing cost, £44,000,000 sterling 
a year, appears to me a very insufficient justification for interfering by an 
arbitrary act with all Indian contracts, public and private, in the hope 
that the Government of India, as the result of the disturbance of all its 
contracts involving the receipt and payment of rupees, would reap a net 
advantage which would cover the loss on its gold obligations. 

I do not know what the aggregate yearly amount of the contracts that 
would be interfered with may be, but it is immeasurably greater than the 
amount of the fixed gold obligations of the Government of India. 

It ie one of the canons of taxation that the amount received by the 
Government should be as nearly as possible the amount taken from the 
pockets of the tax-payer, but the form of taxation now being considered 
involves not merely indefinite and arbitrary taxation, but an unnecessary 
increase of expenditure, a violent interference with all- contracts, and a 
disastrous dislocation of industry. It is difficult to believe that any such 
measure could permanently improve the financial position of Government, 
while it would certainly be injurious to the country. 

17, The effects of introducing Lieutenant-General Straehey’s scheme may 
be illustrated by assuming that it had been adopted when the rupee was 
equal to two shillings, that it had been successful in maintaining the rupee 
at two shillings and considering what our present position would have been. 
I will also assume, for facility of calculation*’ that the subsequent fall in 
exchange was only to Is. §d. the rupee. 

In the case assumed, and which is very nearly what has actually hap¬ 
pened, the value of the rupee would have been raised from 165 grains of fine 
silver to £20 grains, and every tax-payer whose revenue was fixed at so many 
rupees would now have been paying to Government exactly one-third more 
than he actually pays. The burden of all permanently settled land revenue 
would have been increased by exactly one-third, as well as of all land revenue 
which had been fixed for a long period. The burden of the present salt duty 
of Rs, 2 per mauud Would have been really Rs. 2-10$ per maund, the price of 
Bengal opium would be Rs. 900 per chest in the new rupees, while the burden 
of the Malwa opium export duty would have been Rs. 866 per chest but for 
the fact that we should long ago have been forced to reduce it. The export 
duty on rice would be four annas instead of three, and the tribute payable 
by Native States would have been enhanced by 88 per cent. At present the 
Post Office, the State and Guaranteed Railways, and the Irrigation Depart¬ 
ment charge fixed sums for rendering certain services; if the rupee had been 




.artificially 'kept at two shillings, all these charges, though nominally the 
same, would really have been increased by 38 per cent if the falling. off in 
revenue had not necessitated a reduction. 

On the expenditure side of the account we should have been paying away 
the following extra sums, measured iu existing rupees, besides other amounts 
which I have not taken the trouble to calculate : 

Re. 

Extra burden on acoount of Interest . • • » 1,40,00,000 

Extra bunion on account of Assignments, Compensations, and 

Pensions paid in India . . • ■ * 1,10,00,000 

Ext) t4 burden on account of fixed Salaries •> • * 7,25,00,000 

Total » 9,75,00,000 


This enormous sum of 9| erores, and more, must have been taken every 
year from the tax-payer, and generally would have been taken from the tax¬ 
payer whose tax was fixed, and who had tlse best right to assume his tax 
would not be raised. 

And while this sum would have been paid away unnecessarily every 
year, the country, as distinguished from the Government, would not have 
been saved one rupee on the real cost of her gold obligations, because the 
gold prices of Indian products would not have been affected, while there 
would have been a disturbance of all private contracts to the extent of 
25 per cent, and a fall of 25 per cent in the rupee price of Indian products. 
This disturbance of contracts and fall in prices must have had a disastrous 
effect on Indian industry, and would have greatly favoured the competition 
of countries with a silver standard. The gain of the various Native States 
interlaced with British territory and still maintaining a sound metallic 
standard would have been very great. 

So vast a disturbance of the economic condition of India would have very 
materially increased the difficulties of governing the country. The gain of 
Government in the form of seigniorage would, from the reasons stated here¬ 
after in paragraph 19, be of no considerable importance. 

18. The figures which 3 have given as illustrating what would have, been 
the effect of establishing a gold standard in India when the rupee was equal 
to two shillings will give some idea of what the effect has been in England 
of maintaining the go'ld standard under the altered conditions of modern, 
times. England, fortunately for herself, has been, so far, better able to 
stand the disturbance than India would have been, end she gets some 
compensation owing to the fact that large sums are payable to her yearly in 
gold by foreign nations. 

The Government of India has contracted gold obligations amounting to 
about 14 millions sterling yearly, and the extra cost in rupees of meeting 
this obligation is shown separately in the Indian accounts and falls in the 
first instance on Government; it’has therefore attracted attention, but the 
yearly gold payments of England on account, of her debt alone amount to 28 
millions sterling, or twice the total gold obligations of India. The Kuglish 
tax-payer raises that sum by the sale of English produce, and owing to the 
fall in gold prices he suffers a loss iu this item alone fully twice as great as 
the total loss by exchange that falls on the Government of India, and ulti¬ 
mately on the people of India, though he gains as compared with the Indian 
fax-payer in so far as the money is not taken out of the country. 



So much of! that loss as is due to the fail! in prices caused by greater 
efficiency of labour and improved means of production is nominal, but the 
very same cause reduces the loss' in the case of India, a portion of the fall 
in gold price, for example, being covered by the cheaper cost of transit from 
the interior of India to England, 1 mention these facts to show that 
India is not the oniy country that loses by the fall in gold prices. The loss 
of countries with a gold standard is immeasurably greater, though, as it can¬ 
not be shown in separate figures in the public accounts, it attracts less atten¬ 
tion. For India to adopt the appreciating gold standard with a view of 
avoiding loss by exchange would be to pass out of the smoke into the 
fire. 

19. There ate also some minor points which deserve notice. 

The closing of the last great mint which is open to the free coinage 
of silver would probably have disastrous effect on the market price of silver, 
and would thereby tend to aggravate existing difficulties. We know how 
sensitive the silver market is, and the effect of the announcement that the 
Indian mints were to be closed to the free coinage of silver might lead to a 
panic. It is quite possible that the divergence between the intrinsic and 
the nominal value of the rupee might become so great as to make it difficult 
to maintain the artificially appreciated currency, 

550, I also doubt very much if the exchange value of the rupee could for 
some years be maintained at U, Qd., or at any other rate that might be 
chosen as being the market rate of the day* Large quantities of rupees are 
coined every year, but all the rupees that are coined at the Indian mints are 
not added to the active currency of India. Every year rupees are melted do wn 
to make silver ornaments, are hoarded in the form of coin, or strung together 
and used as ornaments, or exported to foreign countries or Native States. 
Good authorities have held that the amount of rupees in the active circula¬ 
tion does not exceed one-fifth or one-sixth of the total amount of silver in 
India, and of the amount held outside the active circulation a very consider** 
able proportion is held in the form of rupees fit for circulation. The net 
yearly addition to the active currency is in my opinion very much less than 
is commonly supposed, and when a heavy seigniorage began to be charged, 
not a single rupee would be coined at the Mint that was not required to 
replenish the active currency. It is probable that the total amount required 
for this purpose would not exceed 1| crores yearly, and it might prove to 
be less. 

And for a long time any necessary additions to the active currency would 
be met by rupees Sowing back from Foreign and .Native States, and by the 
bringing forth of long hoarded rupees. 

The Indian peasant maybe content to hoard rupees so long as their 
intrinsic and their nominal value do not greatly differ, but when he finds that 
he could purchase for his rupee a considerably larger quantity of silver than 
that contained in the rupee, his tendency would be to part wiJi the coin and 
substitute the uncoined metal. 

If the indispensable additions to the active currency of British India be 
as small as there is every reason to believe them to be, these additions could 
for a long series of years be rnet by rupees flowing back from foreign and 
Native States and brought forth from hoards to be exonangea tor uncoined 
silver. During all this time there would be no silver offered for coinage 
at the Indian mints j and as the Secretary of State would nave to sell his 
bills for what they would fetch, there would be no guarantee that he would 



go t so much -as l*. per rupee, or any other rate that had been chosen. 
So long as silver wag pet brought for coinage at the Mint, • it would he 
evident that a rupee could be obtained more cheaply in the market than by 
tendering silver at tlie Mint and paying a seigniorage, and the Secretary of 
State could never sell his bills at any rate better than that current in the 
Indian market. It .is in the last degree improbable that exchange would 
rise to Is &d* ■ until the active currency of British India had absorbed 
all rupees that are now held outside it, and until, notwithstanding such 
absorption, there had.been snob a contraction of the aotive currency, relatively 
to the work it had to do, as to make it profitable to bring silver for .coinage 
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Minute by Honourable Sir Auckland Colvin on General. Strachey's 
Memorandum, dated 6th July 1886, 

I have studied, with all the attention which it demands, the Confidential 
Memorandum, dated 81st March, by General Strachey, forwarded to us under 
cover of the Secretary of State’s despatch No. 115, dated 22nd April 1886. 
I have shown it confidentially, with the consent of His Excellency and the 
Council, to certain members of the mercantile and banking community, and 1 
have obtained the opinions of the Secretary in this Department and of 
Mr. Westland, the Comptroller General. The opinions so obtained arc sub¬ 
mitted with this Note, I feel no doubt that those who have been asked to 
advise us on the proposed measure have done so with a full sense of the great 
importance of the issues concerned ; and further, with the feeling that any 
proposal of this kind deliberately put forward by a member of the India 
Council of the eminence and experience of General Strachey imperatively 
requires the most impartial examination. Like those whom I have consulted, 
I have been constrained to arrive at conclusions which, to iny mind, render 
the adoption of the scheme proposed to us inadmissible and I shall endeavour- 
in this paper to state as clearly as I can the reasoning which compels me to 
dissent from the expediency of applying the proposed measure. 

2. The case is very well summed up in para. 7 of the Memorandum, in 
the following- paragraph ;— 

“It may at onoe be freely admitted that it is a very extreme measure to interfere with 
an eetabliaheAcurrenoy, and that nothing but extreme urgency can justify it. Therefore, 
before taking any step in this direction, a very careful examination is necessary of the relative 
gravity of those evils which, on the one hand, any suggested change is likely to produce, and, 
on the other, those which will arise, it' no change is made.” 

Three points are here put forward for consideration : First, that nothing 
but extreme urgency can justify partial restriction of the free coinage of silver 
in India; secondly, that very careful comparative examination is necessary of 
the evils which are likely to be produced by {a) a change in the direction sug¬ 
gested, and (6) by continuance of the policy of inaction. The Memorandum 
does not, however, enter into any discussion of the first and third of the above 
points. It postulates, if I rightly understand, the existence of extreme urgency, 
and also the comparative disadvantage of inaction; and goes on to show how 
action in the direction proposed is desirable,'and is, in its nature, practicable. 
It is, however,, impossible for ine, when engaged in examining the policy of 
adopting the proposed measure, to avoid enquiring into each of the above stated 
points in turn. I propose, therefore, first, to look into the question of urgency, 
and, secondly, to discuss the comparative dangers of interference or non-inter¬ 
ference. 

3. In respect, first, of urgenoy. Nobody can possibly question the 
extreme injury to which our finances are subjected by the uncertainty of 
exchange. It must not, however, be forgotten that in 1876, as in the present 
year, the Government of India found its resources threatened by a sudden fall 
in the value of silver. Then, as now, in the language of its despatch to the 
Secretary of State of the 18th October 1876, it was evident that there lay 
before the Government of India tf a time of grave financial anxiety and 
difficulty, the issue of which cannot at present be foreseen.” Now, as in 1876, 
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lt whatever other measures may be taken hereafter, our immediate duty is 
plainly to curtail all avoidable expenditure, and to develop to the utmost our 
existing: resources.” The record of the measures adopted in 1886 is but the 
echo of the words with which, in 1870, the Government of India of that day 
announced its policy ;— 

“ We are accordingly engaged upon enquiries in all departments of the Administration 
as to the possibility of organic reductions of expenditure, and, as you are aware, have already 
taken stringent measures to reduce current expenditure and to increase the productiveness of 
such branches of our revenues as are susceptible of improvement.” 

Since then circumstances have occurred which have rendered the present 
situation of the Government of India in some respects more embarrassing: than 
in 1876. The recommendations of the Famine Committee have been placed be¬ 
fore the public, and it has become the imperative duty of this Government to 
attempt, in conformity with the recommendations of the Parliamentary Kailway 
Committee of 1884, to give substance to them. The course of events upon our 
North-Western Frontier has compelled us to add considerably both to our 
capital and our ordinary expenditure; so that in both these respects it is 
impossible to doubt that our position is less favourable than in .1876, On the 
other hand, we have now resources in reserve which at that time did not exist. 
We have, in the first place, the great and growing development of our Kail - 
way revenue ; we have, also, the equivalent of the remissions effected in our 
salt duty in 1882 } and if, on the one hand, we have reimposed an income tax, 
the import duties are now on the shelf ; and, however difficult it might be to 
reimpose them, they afford, in ease of ultimate necessity, an unquestionable 
reserve of revenue. We have, finally, to the credit side of our account the 
million-and-a-bal£ at present annually devoted to the Famine Insurance 
Grant, which in 1876 was not available. So that I would, not be inclined to 
say that the urgency of the present position was, on the whole, greater than 
in 1876, when the fall in silver had been even more serious anti sudden than 
the late fall: and had found the Government of India, less familiar with this 
class of financial difficulty, and therefore more susceptible of panic and less 
informed by experience of the nature and the elasticity of the resources at its 
disposal. Nevertheless, the Government of Lord Northbrook declined, in 
1876, to accede to the recommendations of the Bengal Chamber of Commerce, 
having for their object the artificial regulation of the currency. The subse¬ 
quent recovery of the finances, which admitted in less than five years later of 
large remissions of taxation, fully justified the decision of the Government. 

4. 1 do not wish to be betrayed, in my desire to guard against the opposite 
extreme, into taking too sanguine a view of what, at the best, is unquestion¬ 
ably a most unsatisfactory financial situation. It will not, I hope, on the 
other Land, be objected to me that in the Budget Statement of this year 
I held language, when speaking of the urgency of the present financial 
situation, which is irreconcileable with what I now say. I purposely dwelt in 
that Statement as forcibly as l could, on the extreme uncertainty introduced 
into Indian finance by the oscillations of silver. I spoke of the effects of this 
uncertainty as being in many ways prejudicial j and I dwelt in subsequent 
paragraphs on the fact that the uncertainty of silver entirely neutralises the 
mosir carefully-formed plans for the future and that the most prudently-pre* 
pared calculations may be upset in a few days (as in fact they were within a 
few days of the publication of the Budget) by causes over which the Govern¬ 
ment of India are entirely powerless. 1 also drew prominent attention to the 
fact that a sudden fall in silver might swallow up more than the sum of 




economies which the Government.• had achieved in consequence of a similar 
previous fail. The uncertainty and oscillation of the silver market was the 
main source of difficulty whichit was my object to emphasise. I did not com¬ 
plain that we are without resources, but I insisted and repeated that we are 
without the means of ascertaining- the extent to which at any moment our 
resources are required. My object was, aud is, to assiot in awakening public 
attention to the necessity of taking steps for the establishment of a fixed ratio 
between gold and silver, because, all other considerations apart, I believe it to 
be a measure essential to the stability of Indian finance. It is impossible to 
exaggerate the uncertainty introduced into all our calculations by the uncer¬ 
tainty in the value of silver, and it was to illustrate this that I addressed 
myself. ‘With regard to the commercial community, this point of uncertainty 
ia equally the crux of the situation, This has been well brought out at the 
annual General Meeting of the Bengal Chamber of Commerce held on the 
20th May last by one of the speakers (Mr, MeCaw), who spoke as follows 
“ Bat in these arguments it appears to me that the fact is, to a great extent, lost sight 
of, that what the trading community, whether exporters or importers, really require is fixity 
of exchange. What is interfering with business and rendering all mercantile operations so 
very speculative at the present time is the great uncertainty attaching to exchange. The 
violent fluctuations which have been experienced in rates daring the past four months have 
rendered it quite impossible for any merchant when entering into a transaction to estimate, even 
approximately, what the result of such transaction would be. This does not arise because 
exchange is high, or because it is low, but by reason of its great variableness. 'The elements 
of risk in the conduct of a business in an ordinary way are great enough without adding 
to them, and anything which would render the relations of the metals, gold and silver, as 
measurements of value, fixed, whatever might be the ratio, would be mo t welcome to all 
those engaged in international trade. There is no doubt about one thing, and that is, that 
the present state o£ affairs in exchange is operating much against India’s advancement, by 
preventing the flow of British capital for either permanent or temporary investment into the 
country ; and, even further, it is causing the withdrawal of capital already in the country, 
because of the fear that, if not taken away now, it may havo to be withdrawn later on at a 
much lower level. Were there any stability attaching to rates of exchange, this would 
at once be altered. No matter at what level rates might be fixed, it would be all the same 
to a British capitalist whether he sent hie money out to this country at ]*, or at 2s. per 
rupee, provided he felt certain of getting it back at or about the rate at which it was 
remitted.” 

I have now before roe an extract, from the proceedings of the Calcutta 
Chamber of Commerce of the 23rd instant, in which I find a speaker who 
disagrees with the bimetallic theory, nevertheless strongly supporting 
Mr, MeCawh? contention which might, it will be seen, mntatu mutandis , be 
applied textually to the financial condition. Mr. Forbes Adam, in his paper 
appended to this Note, writes in almost identical terms:— 

“ 1 may further add that at no time during the downward course of the rupee has there 
been absent from t;he hearts of the trading classes a desire for stability in the standard of 
value. The unsteadiness of exchange during the last ten years has imported into all busi¬ 
ness calculations an element of constant uncertainty, which has been a source of much dis¬ 
quiet and inconvenience, and an element of considerable risk. Had it. not. been that a deep- 
rooted conviction existed that India was a distinct gainer by the continued drop, tho wish 
for steadiness would long ago have been loudly and often heard. 

The reason for which I draw attention to these views is because I wish to 
make it clear that when speaking of extrema urgency, we must distinguish. 
Our urgency consists rather in the necessity of assuring such stability of the 
standard as shall enable us to feel and to remain reasonably sure of what our 
position is than in finding actual means to meet at the present, or at any 
given moment, a sudden increase to our expenditure. With all reserve as 
to unforeseen calamities, such as famine and war, I consider that ours is not 


a position extremely urgent in the sense that we are approaching the imme*» 
diate limits, of our resources, but a condition of. finance which is essentially 
unsound because based on an unstable standard. To remedy such a condition 
is, doubtless, important ; but of importance in quite another sense from the 
urgency which would compel us to adopt otherwise indefensible measures in 
order to avert impending insolvency. I am not unmindful of the considera- 
tion that a measure the result of which would be to prevent further fall in 
exchange' might possibly assist in facilitating a settlement of the silver 
question when the time for settlement arrives. The imans proposed, however, 
are, in my judgment, too violent for this end ; but I reserve what I have to 
say on this part of the subject for a later part of this Note. 

5. As, in face of the recent fall and the present condition of silver, the 
views I have above expressed may seem questionable, it may be well, in a few 
words, to explain what,- as the Member of this Government responsible for the 
furnaces, my conception of the position is. Briefly it is this : that looking 
at a normal condition of affairs, during the years 1884 and 1885, with the 
rupee estimated iu the respective Budgets of 1834-85 and 1889-8(5 at Is. 7 
to Is. Id,, arrangements based on those which in 1882. had been made 
by the Government of Lord Ripon secured equilibrium ; that on the eve of 
the present year, with the rupee at Is. (5 cL, with the addition to our revenues 
of the income tax and of a sura taken from the Provincial balances not more 
in amount than that which at the approaching revision of contracts will be 
added to imperial revenues, our annual resources again .might reasonably be 
expected to prove sufficient to meet our annual ’expenditure j and that in the 
ensuing year, should the rupee then be taken at 1$. 5<$., tbe absorption into 
our ordinary Budget of revenue and expenditure of a portion of the Famine 
Insurance Grant, combined with the results of the economies now being en¬ 
forced, will (extraordinary emergenies, such as famine or war, apart) maintain 
equilibrium. I need not at present go into the calemaii m by which arrive 
at this latter conclusion ; but I may say generally that the large addition in 
the last three years to our opium reserve, the probable increase to the Impe¬ 
rial revenues consequent on tbe revision of the Provincial contracts and on the 
other enquiries now in course of execution, the normal growth of our revenues, 
and tbe impetus given to our Railway revenues by the increase of our exports, 
form the basis upon which I hold the belief that, fur the immediate present, 
no more drastic measures are likely to be required to meet oar increased 
difficulties than those which I have above indicated. But I shall be told that 
if the rupee has fallen in less than a year from Is. Id. to less than Is. 5 id.,- 
it may similarly fall again before many months are over to 1$. 4 d. or Is. 3d. 
1 think, a priori, that it will be conceded that, so far as past experience guides 
us, tbe fact of the recent heavy fall renders a further immediate considerable 
fall thy more unlikely. Should such fall take place, we have the balance of 
the Famine Insurance Grant, and wc have also the other reserves which I have 
indicated, Unwilling as I should be to add one farthing to the present 
taxation, the balance of the Famine Insurance Grant, which will remain after 
the amount which we propose now temporarily to absorb, and tbe raising of 
tire salt duties, assuring, as they would, an increase between them.of about. 
£2.000,000 to our revenue, are in the event of a further serious fall in ex¬ 
change' unobjectionable and legitimate items of reserve, to the adoption of 

which no valid objection of principle could be taken. I venture, further, to 

think that if there is to be considerable continuous fall in silver, the conse¬ 
quences in Europe, and in England more particularly, will be so grave that 


We shall no longer be left, as at present, to eke but by tha absorption of our 
own resources the annual increase to our revenues necessary to meet the con¬ 
sequences of such a f$U. A further rapid fall in silver must, ib my judg¬ 
ment, produce a further serious fall in the price of wheat i n England, and entail 
upon the land-holding and agricultural interests conseqlienees of the most vital 
nature. The same cause will, on the other hand, impede th-> increase or even 
the maintenance of the present imports inio India of English manufactured 
goods. Already it seems to be obvious that the effect upon, the prosperity of 
English commerce and agriculture of the appreciation of gold, und the con¬ 
stant disturbance in the ratio of that metal to-silver, is producing in the 
public mi lid of England a very marked impression. When it is said that 
t( the exp< eri'enow of the last eight Or ten years has made it clear that relief 
cannot reasonably he expected under a policy oi‘ inaction, ,J 1 think that too 
little importance is given to the growing recognition in England .during, 
the last year or two of the consequences of inaction, not indeed to Indian but 
to English interests. Finally, though it is useless perhaps to look far for¬ 
ward, espieially in Indian finance, yet in considering this question of urgency 
and of the future that lies more immediately before us, it is not expedient to 
lose sight altogether of the fact that the revision of the settlement of land 
revenue both in the North-Western Provinces, in the Punjab, and in the' 
Central Provinces has in some districts' already recommenced, and in others 
is on the eve of commencement. The addition 10 ouv revenues from this 
source in the next five years will not prove inconsiderable, and will contiutte 
in increasing ratio for many successive years. The consideration does hot 
strictly fall within the limits of this section of my Note, but I might per¬ 
haps also here observe that no moment could bo more unfortunate for any 
measure the effect of which would be to introduce uncertainty regarding 
the prices of agricultural produce in India than the eve of resettlement of 
our land revenue. The argument may be held equally to apply 1o the estab¬ 
lishment by international agreement of a fixed ratio between gold and silver, 
which we of the Government of India advocate. I admit that the eve of an 
epoch of resettlement would be a very undesirable moment for the iutfcd'ua- 
tum of any measure which was certain to lower the pric 1 s of our agricultural 
produce ; but in the latter case the effect would be at least, measurable, m 
being based on fixed and stable data. I give below a list of districts i& the 
North-Western Provinces, in the Punjab, and in the Central Provinces which 1 
Will come under revision of settlement during the next five years alone, show¬ 
ing the years in which the present settlement'; expire, and from which the 
new settlements should take effect. Measures have been taker by the Kdvis- 
nue and Agricultural Department to insure, as far as possible, the Commence¬ 


ment of the revised Settlement from the dates given :• 

f Debra , . . . * 

i Bolandsbahr .... 

Wokik-Westerx ! Sahara up ur .... 

PfcOVlHOKa. 1 Basti . . - 

/ Muaaffaruagar .... 

\ .Gorakhpur .... 

{“Amritsar . . » . 

Sialkot . . . . 

Gtmlssipur , • . • 

'Lahore , . . . 

Gujnm walla . . 

Ferozepcr , 

Gnjrat .... 

„ Montgomery .... 


PCKJAB 


I 


1880 

1888 

1890 

1890 - 81 

1891 

1891 - 92 
18 85 
1885 
1885 
1888 
1887*88 

' 1*84*83 
1888 
1801.04 



CMlkAl Ps.O* 

VIKOBS. 


Raipur . 
Biiaspur 
Chanda 
J ubbulpbre. 
Satabalpur . 
MancUa 


1385-88 

1888 

1886-89 

1887 

1888 
1888-89 


‘5. I hope I have bow said enough to show wbat are the grounds on which., 
in tny judgment, the extreme urgency, which alone, as is admitted by General 
Straebey., can justify the adoption of bis proponed measure, does not, so far 
as the financial position is couceraed, exist at present in a greater degree than 
in 187(3, when the adoption of an analogous measure was considered and 
declined by the Government of India. For what may be still thought by 
some to be the sanguine view taken in this Note of our present position and 
immediate prospects I must, of course, accept the responsibility. That view 
is based on the experience which I have acquired during the administration 
of the finances in the last two-and-a-balf years - and is, 1 admit, strengthened 
by the conviction that the material interests.of England and India have, by 
the special experience which is being acquired in this matter, been proved to 
be so inextricably mixed together that causes which injure one must eventually 
react on the other, and that this truth is becoming by daily experience more 
and more foroed upon the observation of those engaged in England in 
making a special study of the currency question, and of the general public. 
I will not touch at present on the question of urgency as regards our commerce, 
partly because that belongs to another part of the subject, and partly because 
I think it will be admitted that the proposed measure is conceived in the 
interests leas of Indian commerce than of Indian fihance. If I have 
established my first point, making against extreme urgency in respect of our 
finances, the primary justification for the introduction of the measure proposed, 
by which the propriety of its adoption must in the first instance he tested, 
cannot be conceded. So for as concerns urgency, in regard to the necessity 
for placing upon an assured and stable footing our standard of currency, and 
thus putting an end to the uncertainty which weighs so heavily on us, I 
have nothing but concurrence to urge,. Urgency, on the other hand, in the sense 
of the immediate necessity for adopting a measure which is admitted to be 
very extreme in order to prevent imminent catrastrophe to our finances, cannot, 
in my opinion, be shown to exist. 

7, I pass now to the second head which requires examination, namely, the 
comparative advantages of inaction or of action. What is to be said upon the 
latter point is fully stated in the letter of the. Secretary of State for India to 
the Treasury, dated 26th January, 1886, and in our letter to the Secretary 
of State* dated 2nd February, 1886. The advantages of any measure which would 
procure for our monetary standard stability in relation to gold are unques¬ 
tionable ; not, from my point of view, because they would prevent any im¬ 
minent catrastrophe, but because they enable ns to proceed with a reasonable 
feeling of security when adjusting cur expenditure against our revenues. What 
we have to consider now is the price at which these advantages are to be bought; 
in other words, the considerations which tell against the .course of action 
proposed in General Strachcy's measure. There are three points of view 
from which that action is to be criticised : First, so far as concerns received 
principles governing questions of' currency ; Secondly, in regard to the effect 
of such a measure upon the Indian tax-payer ; Thirdly, with regard to the 



effect of such a measure upon Indian trade. In respect to the .first point, it 
will be seen that at page 8 of his Memorandum General Straohey writes 

“ There are certain well known objections to aR inconvertible cttrrenov, to which the 
proposed measure would bo open so far us it tended to give that character to the currency of 
India. But unless the relative value of silver to gold continued to fall seriously, these 
would not be of practical importance, and call for no prolonged discussion.” 

Now with regard to this, i must observe that, in the first place, the grounds 
on which' the proposed measure is put before us are that it is necessary to 
find some remedial measure releasing us from the position in which we arc 
now placed “ by the changes which have taken place, and appear to be still 
likely to take place, in the relative values of gold and silver operating 
through the different currencies of England and India." The growing 
instability of the relative value of gold and silver is the raison d’etre of the 
proposal before us. The whole purport and aim of General Stracliey’s 
proposal, as I understand it, is to guard us against the effects of a further 
serious change in the relative values of gold and silver,. To dismiss therefore 
the objections alluded to in the Memorandum as of no practical importance 
unless the relative value of silver to gold continue to fall seriously, seems to 
me to be inconsistent with the object with which the Memorandum was 
written. 1 may point out, further, that nothing would conduce so seriously 
to a further change in that relative value as the adoption of a measure closing 
to the coinage of silver, except on presentation of gold, the only great mint 
which, at present at least, is open unconditionally to that coinage. The 
objections to an inconvertible token currency cannot therefore, in my judg¬ 
ment, be reasonably regarded as inapplicable to the scheme before us.' On 
the contrary, that scheme immediately raises them ; and the more operative 
the scheme is, the greater, as it seems to me, would be the force of the 
objections. 1 shall not be expected to enter here into a discussion off the 
principles underlying these objections, and I may lie allowed to urge that it 
is not for those who uphold, but for those who attack, received principles of 
currency to establish their case. If those principles are, in any given ease, 
inapplicable, they must be shown to be so. I will content myself "here w ith 
restating them in the terms in which upon a previous occasion they have 
been formulated in connection with a somewhat similar proposal In their 
reply dated the 24tb November, 1879, to the proposal made by tins Govern¬ 
ment to the Secretary of State for I ndia, in our despatch of November 9tb 
1878, the Lords of the Treasury, among much which to my mind is question’ 
able, laid down one axiom, the soundness of which 1 believe to be indisput¬ 
able. The proposal then before thorn was to bring back the value of the 
rupee to two shillings, whereas at present the object aimed at is to prevent 
the value of the rupee falling further, but the objection contained in the 
following words applied equally to either proposal. " This proposal," they 
wrote, 45 is in fact contrary to the essential and Well-established principle of 
the currency law of this country, which regards the current standard coin 
as a piece of coined metal of a certain weight and fineness, and which 
condemns as futile and mischievous every attempt to go behind this simple 
definition. It is perfectly true, as stated iu the despatch (paragraph 41) 
that the very essence of ail laws relating to the currency has been to give 
fixity to the standard of value as far as it is possible; but it is no less true 
that according to the principles which govern ouv currency system, the bast 
and surest way, and indeed the only tried and known way, of giving this 
fixity is to adhere to the above definition of current standard coin. A pound 
is a given quantity of gold : a rupee is a given quantity of silver ; and any 



attempt to give these terms a different meaning is condemned by experience 
and authority/’ In connection with the objections which may be brought 
against an artificially valued currency, the ease of the Latin ’ Union is in- 
stan||d in the Memorandum, in regard to which it ie said, u that no real 
inconvenience is necessarily caused by an overrated silver currency is suffi¬ 
ciently proved by the example of the States comprising the Latin" Union.'" 
But the illustration does not seem to me to be in point.'’ In the Latin Union 
gold as well as silver is a-legal tender; and although the free coinage of silver 
is suspended, the currency is. practically, bimetallic. Silver is exchanged for 
gold at a fixed ratio ; gold circulates freely and in large quantities as the 
standard ; and the objections which seem to me to militate so strongly against 
General Strachey's proposal, that the standard and the currency have no 
necessary relation, and that the currency will be practically inconvertible, ie 
inapplicable. A case very closely in point would be that of Java, in regard to 
which we are at present engaged in enquiry,. We have before us no recent 
information in respect of the* working of the measures by which, in 1878, a 
standard was introduced in Java, and its silver currency reduced to the posit ion 
of a token currency ; but, so. far as at present we have means of infofmation, I 
believe I am correct in saying that the results have not been such as to 
encourage us to proceed-in the same direction. Nor again, in view of the 
attitude of Belgium at the time of the recent renewal of the Latin Union 
agreement, can 1 admit that it is accurate to quote example of the States 
comprising that Union as furnishing proof that no real inconvenience is 
necessarily caused by an overrated silver currency. “ The essential object of 
a currency law/' it is argued again, is to give stability to the standard of 
value in ail transactions and to give equal protection to both creditors and 
debtors/' This is true ; but it must be a stability extending to all transac¬ 
tions, whether foreign or domestic. Currency laws are not for horn© use only; 
nor is the stability which they aim at expected to be attained, if they rest on 
a basis which is wholly independent of the intrinsic value of the metal of 
which a currency is composed. I do not see, again, how the proposed measure 
could give equal protection to both creditors and debtors. The modifications 
in our currency law now under examination might, on the contrary, pro¬ 
foundly alfect the position of all who are debtors, and in proportion to * the 
increase in the appreciation of gold, the burden on the debtor would become 
greater. The same causes which are operating in Europe, ami are causing 
such disturbance in the relative situation of creditor and debtor, would be 
introduced into India. The proposal is analogous to what might have been 
put forward in 1868, when, owing to the depreciation which at that time 
existed in gold, economists were easting about for means to correct the evils 
with which the world seemed threatened. In a paper republished in his 
volume entitled “ Investigations in Currency and Finance," the late Professor 
Jevons, writing in 1868, estimated the extent of the depreciation which bad 
already taken place as approximately 15 per cent, and was inclined to think, 
that the fall would be arrested at, perhaps, 30 per cent. There were author¬ 
ities who at that crisis proposed to demonetise gold and to adopt a silver 
standard ; and it is not, I venture to think, out of place to- ask ourselves now 
wfcat would have been the probable result of adopting such a measure. 

8. My conclusion, therefore, so far as I have now discussed the proposal 
before os, is, that neither on the grounds of urgency nor in view of the: 
principles which govern questions of currency is it desirable or defensible 



to impose testriettojjs on the free coinage of si’ter in our Indian Minis, The 
introduction into India of a gold standard as distinguished from the 
introduction of a gold, currency presents to my mind objections to which 1 
see no adequate answer. lean perceive no permanent stability in a standard 
which is not represented by current-legal-tender coin of that standard com** 
posed of fall metallic value. 

9. further objections as to the difficulty of maintaining the rupee at if. 
&d<) and the injury to the credit of the Government should it find itself again 
compelled to adjust the standard, I will not more than allude to. Mr. Barbour 
has shown in his note that the former possibility is by no means out of 
question 5 Nothing' would he more fatal to our credit than the suspicion 
of lying under the obligation of periodically .adjusting our currency to our 
financial needs j and I think it should be unanswerably shown how, if we 
once enter upon the path of adjusting; onr standard to our requirements, wo 
are to avoid the risk of being compelled, in spite of ourselves, to go further in 
the same direction. 

10. 1 come next to the bearing of the measure in its relation to the Indian 
tax-payer and to Indian trade. On neither of these points is it necessary for 
me to dwell, because they have been fully discussed in the papers which aro 
circulated with this note. This is, in fact, the special point of view chiefly 
taken in these papers. Without committing myself to all that is there argued, 
X think it may be said that two points are clearly brought out : the first that, 
the burden of the proposed measure on ike Indian tux-payer might (should 
gold continue to appreciate) be excessive, and might increase in proportion as the 
measure operated ; the second, that its effects upon Indian commerce, and spe¬ 
cially upon the chief agricultural industries in India, might be extremely in¬ 
jurious. it is impossible not to recognise the force of these objections, or to 
regard the danger which they contemplate as so remote as not to be worth 
considering. No one can question that as gold appreciated the value o f our 
Indian produce would fail ; and that in proportion as the value of produce fell, 
the burden on the Indian tax-payer must increase. Nor would he be relieved 
in any degree bv the measure proposed from the additional burden at present 
imposed on him by the fall of the rupee to 6^.; so that the tax-payer 
would have to continue to bear the burden which he already bears in order to 
enable Government to meet tbe cost of its remittances to England,-and, in 
addition, the further burden entailed upon him by the fall in the silver value 
of bis produce. T.f gold appreciated, Indian industries would be in an increas¬ 
ing degree menaced j the trade in tea, especially, would probably be destroyed ♦ 
our revenues., our export trade, our indigenous industries, and, among them, 
the industries carried on by Englishmen in India would alike suffer. This, if 
1 rightly understand, is admitted, io the eighth page of the Memorandum, 
and seems to me inconsistent with the expectations of encouragement to the 
placing of English capital in India which, among other advantages claimed 
ior the scheme, are cited as a strong recommendation in its favour. 

li. I hope that I have now sufficiently shown why I am unable to give 
my concurrence to the measure before us. I have examined it in no spirit of 
prejudice ; for, apart from the weight which is due to any proposal put for¬ 
ward by its author, to me, certainly not less than to any one else, any relief 
which came in an acceptable form would be only too welcome. But I cannot 
see how, even supposing that our circumstances were worse than I believe 
them to be, we could adopt and put into execution a measure of this kind. 


My own belief is that what we should aim at is, hy taking the fullest advant« 
nge of the present Fall in silver, to force upon English experience the convic¬ 
tion that the maintenance of a single gold standard, owing to the economical 
results attending its progressive appreciation, must in English interests be 
abandoned ; and that the commerce of this country and of England cannot be 
carried on with advantage to cither, so long as the metal which forms the 
standard of the currency of one country is regarded by the other in the light 
of a commodity only. The present condition of silver, injurious as it is to ns, 
is full also of danger to English and European industries. I believe, there¬ 
fore, in spite of the assurances to the contrary which for the present we 
receive from official sources in England, that our wisest course lies m taking 
full advantage of the low price of silver to increase our exports, a policy with 
which the measure put before us is inconsistent, rather than in the adoption 
of artificial methods of maintaining the gold value of the rupee, the conse¬ 
quences of which to many English interests would he rather favourable than 
otherwise, and to ourselves might prove extremely prejudicial. I do not wish 
to be understood thereby to contend that the present state of silver, because 
it enables us to increase our exports, is favourable to Indian commerce. The 
extracts which I have given show what are the views of some of the most ex¬ 
perienced of those who"are interested in our commerce. Whatever advantage 
may he gained by the existence of a higher rang® of prices in India than 
would otherwise obtain may be put to the credit of the present condition of 
silver. But the uncertainty which surrounds all commerce between India and 
Europe must he placed in the other scale. That uncertainty must, I believe, 
increase so long as the relations between gold and silver are left to the chances 
of the market.. What I am anxious to point out is that, while both we and 
England si.lfer from this uncertainty, the result on the whole of cheap 
silver is peculiarly prejudicial to England, because it enables India to depress 
prices of Eng lish agricultural produce and places increasing obstacles in the 
way of the export of English manufactures. Therefore as 3 believe that our 
true remedy lies in obtaining concerted action, with England, X would take no 
measure of which the result would be to obstruct the increase o.f our exports, 
or to diminish the disabilities of the English importer. In the protection of 
its own manufacturing and agricultural interests, the Government of England, 
if we persist in this policy, will, l believe, should gold continue to appreciate, 
be compelled, in concert with us, to take measures to regulate the ratio of 
the standards through the medium of which the common trade of the two 
countries is carried on. I see nothing in our present financial position, as I 
have*endeavoured in the earlier part of this Note to explain, which should 
hinder us from continuing to persevere in seeking this solution of the silver 
difficulty. 
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XL VII. I. 


Despatch from the Government of India, to the Secretary of State for 
India, No. 68, cIated 23rd March, 1892. 

We have the honour to forward, for Your Lordship's information, a copy 
of the correspondence,* noted on the annexed schedule, with the Bengal Cham¬ 
ber of Commerce, in which the Chamber enquires what we propose to do 
with reference to the hea vy fall in the value of the rupee which has followed 
on the fall ia the price of silver in the United States. 

2. Your Lordship is aware of the anxiety with which we regard this 
question, and of its high importance in our estimation as affecting the inter¬ 
ests of India. We have, at various times, for instance in our letters No. 45 of 
the 2nd February 1886 and No. 277 of the 1th September 1886, fully expres¬ 
sed our views on the subject, and it ia unnecessary to repeat, them here. Hut 
we desire to say that the violent oscillations in the price of silver since 1890 
and its rapid decline during the last year to the lowest point yet, reached cause 
us, as they have caused the mercantile community, the gravest anxiety for the 
future, 

3. We are desirous, as we have always been, of aiding in the settlement 
ot the silver question by International agreement, and if proposals should be 
made by the United States or by any other Government for the holding of an 
International Conference, we trust that Ypur Lordship will lend those propo** 
sals your strongest support. 

4. In our opinion it. is not open to question that if International agree¬ 
ment. is not arrived at, the United States Government will sooner or later be 
driven either to the adoption of a silver standard or to abandonment of its 
purchases of silver. It is certain that the cessation of the purchases of silver 
by the United States could not fail to depress still further the price of that 
metal, and the policy to be followed by India in that event deserves the 
most serious consideration on an early date. 

b- The stoppage of the coinage of silver by the United States will prob¬ 
ably, it it. should come,'come suddenly, and if we defer until it has taken place 
the consideration of the measures which in that event it may be expedient to 
adopt, we shall find ourselves unprepared and left with no time for due con¬ 
sideration. 

6. Wo are, therefore, of opinion that the subject should be considered in 
all its bearings beforehand, and we recommend that, in view of the possible 
action of the United States in the future, Her Majesty's Government should, 
now take into consideration the question whether any, and if so what, measures 
can be adopted for the protection of Indian interest', against the further de¬ 
cline in the gold value of the rupee to which, for ( the reasons which we have 
given, we may be at any moment exposed, and the violent fluctuations in the 
relative value of gold and silver to which, under present circumstances, we 
cannot assign any limit either in time or in amountj 


* Not printed in this volume 
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Despatch F.aoM the Government of India, to the Seceetajts' of State 
foe India, No. 160 , dated 21st J une, 1802, 

la oar Financial Despatch No. 68, dated 2drd March 1802, we requested 
Your Lordship to lend your support to any proposals that might be made by 
the United States of America, or by any other country, for the settlement 
of the silver question by International Agreement. At the same time wa 
called attention to the probability that, failing an International Agreement, 
the United States would be forced to stop the purchase and coinage of 
silver, and we requested that Her .Majesty's Government, in view of this 
contingency, should now take into consideration whether any, and, if so, 
what, measures could be adopted for the protection of Indian interests. 

2. Since that Despatch was written we have learnt with satisfaction that 
Iler Majesty's Government have accepted the invitation of the United States 
to take part in an International Conference to consider measures having for 
their object the more extended use of silver as currency, and that Your Lord* 
ship agrees with us in the importance of Indian interests being properly 
represented.. 

At the same time we cannot overlook the strong opposition to the introduc* 
lion of the system of double legal tender into Great Britain that has been 
manifested in certain quarters, and we observe with regret that the Con¬ 
ference has been summoned to consider the question of tbe more extended use 
of silver as currency, and not for the purpose of considering the adoption of 
an International Agreement for the free coinage of gold and silver, and the 
making of both gold and silver coins legal tender at a definite and uniform, 
ratio. 

6. We fear that a refusal on the part of Great Britain to adopt the 
system of double legal tender may be fatal to an International Agreement for 
the free coinage of both gold and silver, on a sufficiently wide basis, and we 
believe that a limited increase of the quantity of silver used as currency will 
exercise a very trifling influence (if any) in raising, or preventing a fall in, 
the gold price of silver, whih it will be wholly without effect in the far more 
important matter of preven ting fluctuations in the relative value of the two 
metals. We greatly regret tin: late of affairs, both because we believe that 
no other country is so deeply interested in, of would benefit so greatly by, a 
uniform standard of value thronguout the civilised world as Great Britain, 
with her vast system of tiade and the great extent of her finance, and because 
the final rejection of an International Agreement for free coinage of both 
gold aud silver will ler. vojhis country face to face with a problem of the 
greatest difficulty. 

4. If the forthco nmg international Conference fails to arrive at a satis- 
factory decision regarding the silver question, we apprehend that it will, very 
soon bo necessary for the 'C\m(ed States to decide either to accept a silver 
standard, or to abandon thy purchase and coinage of silver on a scale in excess 
of what is required to V ;p vp the necessary subsidiary coinage. 

If the United .States ijban. Ionthe attempt to maintain the use of silver 
as standard money, the; iu J. be an immediate and very great fall, in the 


price of silver, which would- re-act on the Indian exchanges and increase 
indefinitely the rupee burden of our sterling: obligations. 

The recent fall in the rate of exchange has already imposed upon our 
finances a burden which wo shall have some difficulty in meeting, and we 
cannot contemplate without dismay the prospect of another fall of indefinite 
amount, attended no doubt with great and sudden fluctuations in the gold 
price of silver, and to be followed possibly by further falls in the future. 

It must also be remembered that, if the present conditions continue the 
pecuniary difficulties of the Government of India will not he limited to the 
loss by exchange. The fall in silver causes distress to a very large number 
of our European officers of all services, but especially of the army, who have 
to remit money to their families in England. This distress is rapidly becom¬ 
ing- acute. It has been borne hitherto with great patience. But, in the case 
we have just supposed, we shall, unless the efficiency of the service is to 
suffer, fin'd it necessary to satisfy, in a reasonable manner, claims involving 
compensation to a large amount. 

5„ We have carefully reviewed all the circumstances of the case and we 
desire to place on record for Your Lordship's information our deliberate 
opinion -that if it becomes evident that the International Conference is unlike¬ 
ly to arrive at a satisfactory conclusion, and if a direct agreement between 
India and the United States is found to be unattainable, the Government of 
India should at once close its Mints to the free coinage of silver, and make 
arrangements for the introduction of a gold standard. 

In arriving at this conclusion we have been mainly influenced by a consi¬ 
deration of the fact that the abandonment of silver by the United States of 
America would involve the perpetuation of all the evils from which we have 
suffered during the last twenty years, and possibly their perpetuation in an 
aggravated form, unless steps are taken for the establishment in India of a 
gold standard. 

We believe that public opinion in India is ripe for the adoption of deci¬ 
sive measures, that the stoppage of the free coinage of silver would be gen¬ 
erally approved, and that we might safely count on receiving every reason¬ 
able assistance from the commercial and banking classes iu the attempt to 
introduce a gold standard. 

6. We forward as an enclosure to this Despatch a Minute by our Honour¬ 
able Colleague Sir David Barbour, which gives au outline of the method he 
would propose to adopt for the introduction of a gold standard into India if 
such a measure should become necessary. It will be seen that, be does not 
support the proposal to stop the free coinage of silver if the Conference fade 
and a direct agreement between India and the United States is found to be 
unattainable, but that he would adopt that measure as soon as it is evident 
that the United States will not adopt the free coinage of silver. 

7, Our Honourable Colleague Sir A. Miller fears that if all action be 
deferred until it is known to what conclusion the Conference will probably 
come, the effect of such knowledge on the silver market will bo such as to 
make it then too late to act with effect. Failure on the part of the Confer¬ 
ence to arive at a satisfactory conclusion will find the Government of India 
in a very much worse position for introducing a gold standard, if it has not 
in the meantime taken steps to prepare the wav by an alteration in the terms 
on which it coins silver for the public, than it is at the present mordent. 
He thinks that measures ought to be taken afc once which would enable the 


Government of India to close its Mints against silver at any moment, and to 
introduce a gold standard if and whenever, from the course of proceedings 
at the Conference or otherwise, they may deem it desirable to do so. 

8. It may, perhaps, lie desirable to make 
known at some stage of the proceedings of 
the Conference our views regarding the 
introduction of a gold standard into India. 
But this question, as well as the question 
of the expediency of India negotiating directly 
with the United States of America, as suggest¬ 
ed in our telegram * of 19th May, may stand 
over until the Conference has assembled and 
the Representatives of India are in a posi¬ 
tion to report what the prospects are of a 
satisfactory solution being attained. 


«... Wo desire to call Your 
Lordship's attention to paragraph 
133 of Part H of the Final Report 
of the Gold and Silver _ Commission 
and to suggest that, failing an In¬ 
ter nation rvl Agreement, it may _ be 
possible for India and the United 
States to come to ft direot agree¬ 
ment as to coinage of silver . . 

. . Wo are of opinion that the 

time for a merely acad '/mio disens¬ 
ei on of the problem is past, and 


nrge that a. determined effort 
made to settle the question by 
adoption of practical measures. 


be 

the 
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Minute bt the Honourable Sir David Barbour, K.C.S.I., dated 81st 

June 1892. 

In dealing' with the currency of British India it is necessary to draw a 
distinction between the active rupee circulation and the total number <>£ 
rupees in existence. A large proportion of the rupees issued from the Mints 
and not melted down are kept as permanent hoards and fulfil none of the 
functions of money. This distinction cannot, however, be sharply drawn, as. 
rupees are always liable to pass from hoards ioto the active circulation and vire 
vend. What I call the active rupee circulation may be held to include all 
the rupees which at some period of each year are used as money. 

The total active rupee circulation has recently been estimated at 
Ex. 115,000,000. 

Without accepting these figures as more than at? approximation to the 
truth, they are sufficient to show that a gold standard with a purely goid 
currency is impossible in India. To establish a gold standard in India with 
a full legal tender currency composed entirely of gold it would be necessary 

to withdraw from circulation about 1 , 1.50 millions of rupees, to melt them 
down and sell them for what they would fetch as silver bullion, and then to 
replace them by about £77,000,000 worth of gold. 

In the present conditions of India and of the silver and gold markets this 
would be an impossible operation. 

Moreover, a gold standard with a purely gold currency of full legal tender 
coins would not suit India (even if it were possible to introduce it), because 
the gold coins would in practice be of too great value to suit the vast majority 
of I ndiim transactions. 

2. It follows from what has been stated in the preceding paragraph, that 
if we are to have a gold standard in India, a large proportion of the circula¬ 
tion must consist of silver coins, and these coins must be a legal tender to 
any amount. The example of .France and other countries shows that it is 
possible to have a gold standard although a large percentage of the circulation 
consists of overvalued silver coins which are legal tender to any amount. 

In order that the gold standard may be effective a limit must, however,- 
be placed to the number of such coins and they must be convertible into gold 
coins, either without payment of premium or on payment of a trifling pre¬ 
mium, whenever any person wishes for gold coins in exchange for silver coins. 

So long as the silver coins are freely exchangeable for gold coins in 
accordance with their face values the gold standard is effectively maintained. 

8. I have no doubt that even with a gold standard the people of India 
would in almost all their transactions prefer to employ silver rupees. It is 
improbable that a gold coin of less than II10 in value would be issued in 
India, and such a coin would be quite unstated for ordinary Indian trans¬ 
actions. Rupee.-) 10 represents, generally, much more than a cooly’s wages for 
a month, and if a cooly received his wages in the form of a single coin, he 
would immediately exchange it for smaller coins. We could not pay our 
soldiers or police in gold coins. Payments to the opium cultivators could not 
be made in gold neither could the ryots pay their rents in gold. 

There would, also, be a not unreasonable dread among the common people 
that gold coins might be of light weight, they would generally be unwilling 
to accept them, and for monetary purposes in ordinary life gold coins would 
hardly be used. This would be the case, I believe, even if gold corns of the 
value of only R6 each were issued, 2 i 


4. It IT!ay, then, be taken for granted that with a go]/] standard the great 
Miik or the Indian currency roust continue to he silver rupees, and that for 
nv 0 notary purposes, there would ordinarily be no considerable demand forgold 
coins in exchange lor silver. On the contrary, the demand for monetary 
purposes would rather be for_silver coins in exchange for gold coins.' Gold 
coins would only, as a rule,_ be required in exchange for silver coins, when 
gnld was requireu for hoarding, for export, or to be melted down for orna¬ 
ments. 

It follows that with a gold standard India would require, and would use, 
a very large amount oi silver rupees, and would neither require nor use a 
large number of gold coins. 

Any gold coins that were put into circulation, and were not melted down 
oi hoarded, would very quickly find their way into the hands of Bankers and 
dealers in bullion, into the Government Treasuries, and into the Paper 
Cm lettcy Reserve. 

5 . I’or the purpose of introducing a gold standard into India we might 
stop the free coinage of silver, adopt measures for accumulating a store of 
gold, and when what was considered a sufficient stock of gold had been ob¬ 
tained, we might open the Mints to the free coinage of gold, make gold coins 
a. legal tenner, and guarantee by means, of our accumulated stock of gold* the 
exchangeability of silver lor gold coins accoiding to their face values. 1 do 
not recommend this plan ; the accumulation of a sufficient store of gold would 
bo a measure too expensive for a country situated as India is, and when it bad 
been accumulated and the exchangeability of the silver coins for gold coins 
hod been guaranteed by means of it, there would be a very great risk of the 
whole stock of gold being drawn a'way in exchange for silver rupees. If this 
should happen, and I think it would ha.ppeu unless our stock of gold was very 
large indeed, the gold standard would cease to exist, and we” should find 
ourselves exactly where we started. 

, 6, The only measures for the introduction of a gold standard into India 
which seem to roe feasible are the following :— 

(1) The first measure would be the stoppage of the free coinage of 
silver. Government would retain the right of purchasing silver 
and coining it into rupees. 

(£) The next measure would be to open the Mints to the free coinage 
of gold. Any man bringing gold to the Mints would be entitled 
to have it Coined into gold coins which would le legal tender to 
any amount. It would be desirable to stop the free coinage of 
silver some time before opening the Mints to the free eoiuage of 
gold. It would be a valuable guide to us in subsequent proceed¬ 
ings to know exactly what effect the stoppage of the free coinage 
of silver had on the gold value of the rupee. 

The new gold coins might be a 10-rupee piece and a 20-mpco piece, 

?. The weight and fineness of the gold coins to be issued from the Mint 
would be such that the par of exchange between them and the sovereign 
yrinld be the exchange which it was desired to establish between India and 
England. * 

For example, if we wished the rupee to ho worth Vs. hi, the ten-rupee 
coin would contain as much gold as was worth (Is. 4c/.) x 10 -- 160 pence. 

'.{he quantity of fine gold in the 10 rupee piece would be ^1$ tbs or |rds 
of the quantity contained in the sovereign. 


'8. The question of the ratio at which we should change from the silver to 
the gold standard would require careful consideration. 

We hugbt not to think of going back to the old ratio of. 1 to 16 j. Neither 
.ought we to adopt the very lowest price to which silver may have fallen at 
any time, or to consider ourselves bound to accept the market; ratio of the very 
moment at which the change was made, A ratio based on the average price 
of silver during a limited period before the introduction of the gold standard 
would probably be both the safest and the most equitable. 

9. We may be quite sure that, on the introduction oE the gold standard. 
Bankers arid bullion dealers away from the Presidency towns, and, perhaps, iti¬ 
the Presidency towns, would charge something for changing silver coins for 
gold oues. I ho general public, however, would very seldom require to make 
srtch exchanges, and if all 'Government Treasuries were required to give gold 
coins for silver coins whenever it Was possible for them to do so, there could 
not. be any considerable premium on gold coins so long as there were such 
coins in the public Treasuries or in the Paper Currency Reserve, and the gold 
standard would, subject to the above condition, be effectively maintained. 

10. After the above measures had been carried out, it might happen 
that no gold was brought to the Mints to be coined and put into circulation, 
and that the rupee fell in value below Is. 4«7. 

Or, it might happen that though gold was brought to the Mints for a 
time and the rupee was worth Is. 4rf., yet subsequently gold Ceased to be 
brought to the Mints, the gold coins disappeared from circulation, and the 
rupee fell below 1 s. 4nh 

If gold were not brought to the Mint to be coined and put into circula¬ 
tion, or if gold coins disappeared and gold ceased to be brought to the Mints, 
it would be a sign that the rupee currency was redundant, or, in other words, 
that there were too many silver rupees in circulation, that consequently their 
value had fallen below 1*. 4>d. each, that gold coins had been driven out of 
circulation, and that the gold standard was no longer effectively maintained. 

The remedy in such case would be to contract the rupee currency, and to 
adopt, any feasible measures for improving the general financial position of 
the. country. An improvement in the general financial position would give 
increased confidence, and the reduction of the rupee currency, if carried far 
enough, must ultimately restore the value of: that coin, 

11. The greatest danger from the cause just indicated would arise 
immediately after the first introduction of the gold standard, and wouhl be 
brought about by silver rupees being returned into India from foreign 
countries, and by their being thrown into the active circulation from Indian 
hoards. I think that Indian rupees would certainly be returned to India 
from abroad when their value in India became greater than their bullion 
value, but I now doubt very much if Indian rupees would be largely brought 
out of hoards. It is more likely that existing hoards of rupees would practi¬ 
cally remain unaffected. I formerly held a different opinion on this point 
and beiieved that rupees would be largely brought out of hoards when they 
were given a value exceeding that of the metal contained in them, 

It* The reduction of the rupee currency in the manner just indicated, if 
it became necessary, might or might, not prove a very expensive measure. It 
could of course he spread over a number of years, but unt il it had been carried 
out to a sufficient extent the gold standard would not he effectively main¬ 
tained. When the rupee currency bad once been sufficiently reduced, I should 
not expect any serious difficulty in the future, & i Ji- 


„ Looking' to the increase of population in India, to the"rapid opening 0 n| 
of. the country, and to the comparatively small part which credit plays in 
Indian tin ie, it may fairly he held that even with a gold standard an increase 
of the rupee currency would be required every year, and that increase I place 
at not less than Rx, 1,000,000 yearly. It might be considerably more, twice 
or three times as much. When the coinage of rupees was stopped any 
redundancy of the silver currency would be diminished yearly by this amount 
without any action on our part. It is also not impossible that rupees would 
continue to be withdrawn from the active circulation to be hoarded as at 
present $ they would certainly he hoarded by persons whose savings were 
small. This cause would still further reduce any temporary redundancy of 
the silver currency-at first starting. Of course while the reduction of the 
rupee currency was in progress we would not have an effective gold standard., 
bun even during that period of uncertainty I should expect the exchange with 
England to remain much steadier than it has been during the last few* years. 
It would cease to be blown up and down by every breath of speculation, and if 
we could establish confidence in our measures, the late of exchange would tend 
strongly towards the rata we had decided to maintain, and would only 
diverge from it under the pressure of real economic forces. 

A nation that possessed a fairly satisfactory standard of value might well 
hesitate to expose itself even temporarily to the evils of an inconvertible 
standard, but no such argument applies in the case of India Wo already 
labour undei difficulties which are quite as great as those to which an iocon- - * 
vertible paper standard would expose us. The prospect of being unable for 
a time to effectively establish the gold standard need not, therefore, deter ns 
froth the &! (erupt to do so if we see a prospect of success in the future, 

13. It is.also possible that under certain conditions of trade there might 
be more gold brought to the Mint and put into circulation than was required 
for ordinary use as currency. 

in that case the public would get rid of the gold coins by paying them 
into the Government Treasuries. Gold might accumulate in these Treasuries 
and the Government could not, in practice, relieve the Treasuries by forcing 
gold coins on persons who preferred to receive payment in silver. 

The proper remedy for any snob accumulation’ of gold would be for the 
Treasuries to pass the gold coins into the Paper Currency Reserve which could 
ai sorb several millions without difficulty, and the Paper Currency Reserve 
could be relieved, when necessary, by remitting tb© gold to England in pay- 
mout of debts, its place being taken by silver rupees. 

No serious difficulty arising from an over-supply of gold coins need 
therefore, be feared. ° * 

.14. It is important to consider what the additional demand for gold would 
ba, owing to the establishment of a gold standard in India. 

Taking the active circulation at Rx. 115,000,000, 1 think that gold coins 
to the value of one-fifth of that amount would bean ample proportion of the 
active circulation for the purpose of maintaining the gold standard. This 
would be Rx. 28,000,000 worth of gold, or, say, £15,000,000 sterling. I believe 
that the gold standard would be maintained effectively with a smaller amount 
of gold, and that, gold in excess of £15,000,000 in the active circulation would 
be unnecessary and might be a source of positive inconvenience. "When we 
had arrived at normal conditions the yearly additions of gold required for the 
active currency would be small, and would probably not exceed £200,000 
yearly. 


15. It is more than probable, however, that the substitution of a gold 
standard for a silver standard would lead to an increased use of gold instead 
of silver for hoarding. On the question of the extent to which this substi¬ 
tution of gold for silver would ultimately be carried I am unable to offer any 
opinion. 

Silver is at present used for boarding (as a store of value), and for 
ornament. When it ceased to be the monetary standard of India it would be 
less suitable for hoarding, but it might continue to be largely hoarded in the 
form of rupees, and on the other hand, silver bullion would fall considerably 
in value and price, and its greater cheapness would tend to increase its use 
for purposes of ornament, it must be uncertain to what extent gold would 
begin to take the place of silver for hoarding and ornaments after the estab¬ 
lishment of a gold standard, but in the first instance, at any rate, the extent 
of the change would probably not be considerable. 

It is held by some that if a gold standard were established in India a 
great deal of the gold that is now hoarded or held in the form of ornaments 
would he brought to the Mints, coined and put into circulation. I have never 
been able to accept tins theory. Why should a Native of India give up his 
habit of hoarding, or an Indian lady cease to take a pleasure in the wearing 
or possession of gold ornaments, merely because the Government of India had 
established a gold standard ? 

There is, however, a large amount of gold imported into this country 
every year, and there must always be a considerable amount of gold iu the 
hands of bullion dealers. I think that if wa had an effective gold standard 
it is very likely that all this gold, which is, as it were, waiting till the time 
for absorption arrives, would be coined and. become part of the circulation for 
the time. To facilitate this result I would propose not to charge any seignior¬ 
age on gold coins. 

18.^ In this paper I have dealt with the question of a gold standard for 
India from a practical point of view. Many objections, founded on consider" 
at.ions not of an immediately practical nature, may be raised to the introduc¬ 
tion ot a gold standard into India. Some of these objections appear to me to 
possess weight, others I believe to be imaginary. I have no hesitation in 
saying that an international agreement for the free coinage of both silver and 
gold aud for the making of them full legal tender ot a fixed ratio would be far 
better for India and all other countries than the establishment of the single 
gold standard, even if the latter course be possible. 

Uuder the former system the worst result that could happen would be the 
disappearance of one of the metals from circulation, but this would only 
happen by the other metal taking its place and gradually driving it out, and 
under such circumstances all countries would have the same standard. 

The general adoption of Che system of double legal tender would bo 
a perfectly safe measure and would be a final settlement of the question. 
The attempt to establish a general gold standard is not free from risk. 
History affords instances of the establishment of a gold standard in one or 
more countries, but sooner or later the standard was changed. It may, how¬ 
ever, be that the conditions of gold mining have so greatly changed that a 
gold standard can now be maintained for an indefinite period. 

17. With regard to the question of the expediency of attempting to 
introduce a gold standard into Iudia, I do not go further than sajing that if 
a general agreement for the free coinage of both silver and gold at a ratio 
cannot he obtained, and if the United States does not adopt free coinage of 



silver, 1 think an attempt should be made to establish a gold standard in this 

country. . * 

1 believe that a perpetuation of the difference of monetary standards 
between England and Her Indian Empire would be a source of incalculable 
mischief to both England and India, and that such a state of things should 
not be accepted until it has been proved by actual experiment to be absolutely 
unavoidable. 





Notification by the Government op India. Finance _ and Commerce 
Department, No. 2662, dated 26th J une 1893. 

The Governor General in Council hereby announces that until further 
orders gold coins and gold bullion will be received by the Mint Masters ot 
the Calcutta and Bombay Mints respectively in' exchange tor Government 
rupees, at the rate of 7*53344 grains troy of fine gold for one rupee, on the 
following conditions :•—« 

(1) Such coin or bullion must be fit for coinage. 

(2) The quantity tendered at one time must not be less that) 50 tolas. 

(3) A charge of one-fourth per mills will be made on all gold coin or 

bullion which is melted or cut so as to render the same fit 
for receipt into the mint. 

(4) The Mint Master, on receipt of gold coin or bullion into the 

Mint, shall grant to the proprietor a receipt which -bah entire 
■him to a certificate from the Mint and Assay Masters for the 
amount of rupees to be given in exchange for such coin or 
bullion payable at the General (Reserve) Treasury, Calcutta or 
Bombay. Bitch certificates snail be payable at the General 
Treasury after such lapse of time from the issue thereof as the 
Comptroller General may fix from time to time. 


Notification, by the Government op India, Finance and Commerce 
Department, No. 2663, dated 26th June 1893. 

In supersession of the Noiificaticn by the Government of India in the 
Financial Department, No. 3287, dated the 2^th October 1368, which is 
hereby cancelled, the Governor General in Council is pleaded to direct that, 
from and after the date of this Notification, Sovereigns and Half-sovereigns 
of current Weight coined at any authorized Royal Mint in England or 
Australia shall be received in all the Treasuries of British India and its 
dependencies, in payment of sums due to the Government, as the equivalent 
of fifteen rupees and of seven rupees and eight annas respectively. 


Notification by the Government of India, Finance and Commerce 
Department, No. 2664, dated 26th June 1893. 

In eieieise of the powers conferred by the Indian Taper Currency Act, 
1882, as amended by the Indian Coinage and Paper Currency Act, 1893, 
and of all other powers enabling him in this behalf, the Governor General 
in Council is pleased to direct that currency notes shall be issued by the 
Head Commissioner of Paper Currency, Calcutta, and by the Commissioner 
of Paper Currency, Bombay, on the requisition of the Comptroller General, 
in exchange for gold cdtu or gold bullion at the rate of one Government 
rupee for 7 53344 grains troy of fine gold. Sovereigns and. Half-sovereigns 
of current weight coined at any authorized Royal Mint in England or 
Australia shall lie taken as the equivalent of fifteen rupees and of seven rupees 
and eight annas respectively. 





Extract from a Minute by the Honourable Sir David Barbour, K„C.S,t., 

dated 16th October 1.89$. 

* .* * * * * * * * ■» 

5. While! am of opinion that the G overnment of India might, under ordi- 
»nry circumstances, underbake to make a grant of 500 lakhs yearly for 
Hallways and Irrigation, the question of the amount of money that the 
Government of India can undertake to find during the coming year must 
l e specially considered with reference to the present financial position and 
the prospects of exchange. 

The Budget Estimates of the current year showed a deficit of 
Ex, 1,595,100. Since the Estimates ’were prepared allowances have been 
sanctioned for European and Eurasian officers not domiciled in India to 
compensate them in some degree for the fall in the rate of exchange, and we 
have undertaken to pay furlough allowances at the rate of D. 6d. per rupee. 
These concessions add materially to the expenditure so long as the rate 
of exchange with England is below Is, 6rL 

On the other hand, no steps have been taken to secure financial equili¬ 
brium except the stoppage of the free coinage of silver with the intention of 
ultimately introducing a gold standard into India, and in the hope that 
the permanent rate of exchange might be fixed at not less than la. Ad. 

6. If the stoppage of the free coinage of silver had resulted in raising 
the rate of exchange to 1-?. Ad,, our most pressing financial difficulties would 
have been relieved. 

The rate of exchange has not, however, risen to T.t. 4 d,, and though 
the Secretary of State has practically ceased to draw bills for three months, 
the demand rate of to-day in Calcutta does not materially exceed U» 'Ad . 
It is impossible to say what the course of exchange will be during the next 
few years ", but I have no hope that the Secretary of State will get an 
average rate of Js. Ad. during the remainder of the present year, and the 
future is so uncertain that if. is impossible to base our action on the assump¬ 
tion that the average rate of exchange will rise as high as 3 s. Ad. during the 
financial year 1894-95. 

********* * 

9. We have taken the preliminary steps towards introducing a gold 
standard into India, and it is of vital importance that our policy should be 
carried to a successful issue. Before the Indian mints were closed to the 
free coinage of silver, it was possible to hope that that measure would of itself 
lead to the rise of the rate of exchange to !«. 4 d; that we should only have 
to wait while a gold reserve accumulated under trade influences, and that 
the gold standard could be introduced into India with but little trouble. It 
seems impossible any longer to entertain the hope that the mere closing of the 
Indian mints to silver will lead to the accumulation of a gold reserve, and 
bring about the effective establishment of a gold standard without its being 
necessary for us to take any further steps in the matter. 

According £o present appearances the establishment of a gold standard 
will be a work of time and labour, involving sacrifices so heavy that they 
may tax our resources to the utmost. 
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10. On the other hand, the speedy establishment of the gold standard 
k most desirable. We |ave now neither a gold standard nor a silver standard ; 
our trade with China suffers severely and oar trade with gold standard 
countries has not eo far been appreciably facilitated. The measures taken 
to improve the position of the European services (the grant of exchange 
compensation allowance and of favourable rates for the payment in England 
of rupee pensions and furlough allowances) have in round figures ^verted 
a rupee liability of R*. 4,380,000 into a sterling liability of £3,912,000. Ibis 
conversion,, at favourable rates, of rupee liabilities into sterling liabilities has 
added'materially to our rupee expenditure, and the additional expenditure 
will increase with every fait in the exchange value of the rupee, and must 
aggravate our financial difficulties so long as we are unable to effectively 

establish the gold standard. , , , , 

11. The establishment of the gold standard m India has been undersea 

under specially unfavourable conditions. , 

lu the first place, the drawings of the Secretary of State are very great 
in proportion to the magnitude of India’s trade and of her total revenue, 
and,, as I have already shown, these drawings do not constitute the whole 
of the burden of this nature which falls on that trade. , 

In the next place, we are attempting to introduce, or hoping that we 
may be able to introduce, a gold standard at a higher rate ot exchange 
than that which prevailed when the Indian mints were closed to the tree 
coinage of silver—a task the magnitude of which it is impossible for ub to 

In the third place, we are trying the experiment when our nuances are 
seriously embarrassed, end when expenditure materially exceeds revenue. 

Considering the magnitude of the interests at stake, and the difficulties 
we have to meet, we ought not to throw away a single chance, or to do any¬ 
thing which might delay success by a single mouth. The longer the delay in 
establishing the gold standard, the weaker will be the confidence ot the 
general public in our ability to make the gold standard effective; and the 
greater our loss of credit, the more difficult will our task become. 

1 &. Various devices have been put forward under the impi ess;ion. that 
they would solve the difficulty, such as a refusal by the Secretary o 4 State 
to sell drafts at a lower rate than Is. 4td., or the imposition of an import duty 
on silver. The former proposal appears to me a most dangerous one. the 
Secretary of State possesses no power to regulate the rate of exchange on 
India by manipulating the sale of his drafts. He has certain sterling pay¬ 
ments to make in London, and he must draw bills to an amount sufficient 
to enable him to do so, and ho cannot sell the necessary amount ot bills 
unless he is prepared to let them go at the rate at which the market will 
take them. If exchange will of itself rise to 1 j. we need not interfere 
to fix a minimum of U\ M.; if it will not rise to that rate under ordinary 
market influences, the only result of withholding bills will be to give a 
temporary stimulus to exchange, with the result of causing a more than 
proportionate reaction at a subsequent period. An import duty on silver 
would now have no more direct effect in raising exchange than an import 
duty on piece-goods or any other commodity,—perhaps not so much,—and 
it would be attended with evils which would seriously counterbalance any 
advantage that could be expected from such a measure. There is, in ract, no 
royal road to the establishment of a gold standard in India, and specially to 
the establishment of it at a higher rate of exchange than that which prevailed 
when the Indian mints were closed. 




13. The only sound and certain method of establishing the gold standard 
is to be found in the necessary reduction of the rupee currency. We know 
that there are nanny coined rupees in existence which may bo poured into that 
currency,, and we can neither say what the total amount may be, or what 
length of time it may take to make the necessary reduction. Nevertheless 
the difficulty must be faced, and the sooner it is faced the better, There can 
no no real redaction of the currency until we possess a surplus of revenue over 
expenditure which may be devoted to this purpose, and in mv opinion the 
primary duty of the Government of India is to re-establish' financial 
equilibrium either by reducing expenditure or by imposing additional 
taxation. Any surplus that would then he available should be devoted to 
the withdrawal of the. redundant currency. The process maybe tedious and 
difficult, and involve a heavy sacrifice, but if we persevere in this course we 
may hope that the gold standard will ultimately be established, and by no 
other process can we make certain of arriving at the desired result. 

14. The task of establishing a gold standard will be facilitated if, at the 
same time, we can succeed in reducing the total amount of the remittances 
to England, and in any case we ought scrupulously to avoid increasing them. 
However beneficial the construction of new Railways may be, we must 
recollect that a heavy expenditure from borrowed money on Railways would 
not only involve, for a time at least, an increase of net expenditure and thus 
render it more difficult to establish financial equilibrium, but would add 
permanently bo the amount that lias to be remitted to England, and thus 
directly tend to depress exchange, and counteract any efforts we may make 
towards the establishment of the gold standard. 

The measures which the Government of India should adopt are, in 
my opinion, as follows 

(1) The immediate establishment of financial equilibrium, whatever 
the cost may be. 

(rij The devotion of any surplus that may bo obtained to the reduc¬ 
tion of the number of coined rupees in circulation, such 
reduction : of the currency to be carried as far as may be 
found necessary to produce the desired result. 

(3) The reduction of, or at least the avoidance of any increase to, 
the Home charges and the total remittances to England—a 
process which necessarily involves the application of a strict 
Hurt to the construction of Railways and Canals from bor¬ 
rowed money, and which, if the Famine Grant; is suspended, 
will necessitate a contraction of the preseut Public Works 
programme. 

Objections may be raised to the stringent proposals which I have just 
stated, and especially to the proposal to restrict the expenditure of borrowed 
money on Railways, but we can no longer postpone with safety the task 
of facing the position before us in the hope that something may turn up 
which will enable us to avoid fulfilling an unpleasant duty ; and the Govern¬ 
ment of India fail to take steps to place the finances in a sound condition, , 
and shrink from adopting the only means which car. be depended on for 
effectively establishing the gold standard, I apprehend that consequences 
will follow which may be of the most serious nature. 



Minute, dated the 17th October 1898, b* the Honourable Sir James 

Westland, discussing the propriety op altering the rate at which 

GOLD SHOULD BE TAKEN IN EX0HANG8 POtt RUPEES FROM Is. 4d. TO 

Is. 3 d, 

In my Financial note upon the proposals relating 1 to Railway construction 
which are now before the Government of India, 1 have shewn that the direct 
consequence of the transactions, which will pass through the Accounts of 
Government, will be the reduction of the Secretary of State's drawings from 
their present figure, about 17 millions sterling, to 14 or 14$ millions, and I have 
alluded to the possible evil consequences of that reduction upon trade and 
commerce. I regret to say that since I wrote that note, the probabilities of 
heavy famine expenditure have greatly increased, and there is now, more than 
ever, reason to say that this estimate of 14 or 14'$- millions of drawings for next 
year is the highest we can make. 

2. I intentionally avoided entering upon a difficult and obscure subject 
closely bearing upon this question, vis., whether in the coming year the scar¬ 
city which is impending over India would have any considerable effect in 
reducing or increasing the balance of trade; or whether it would so alter that 
balance as to fit it more nearly to the new restriction of the amount of Council 
Bills. There is no doubt that India will have less available produce under one 
or two of its chief articles of export, but, on the other hand, the means avail¬ 
able to the people for expenditure on imports (for example on Manchester 
goods) will be less, and imports also will for ibis reason be restricted. This 
was the view 1 took, but considering the obscurity of the details of these 
operations, I thought it Wisest to avoid speculations on the subject; and to 
assume no al teration either in the way of decrease .or in the way of increase 
in the balance of trade, 

3. There is, however, one aspect of the new programme which will intensify 
the effect of the restriction of Council .drawings. Over and above the trans¬ 
actions connected with Railway construction, which pass through our accounts, 
there is the .following anticipated outlay during the next three years :— 

000 llx. 

J. Construction of Branch Lina (/omp.nhos .... 7,78,75 

2. Construction of Assisted Companies .... 2,41,00 

3. Godavery Valiev Railway ...... 3,07,25 

18,27,00 

4. By Nflijive States .. ... ... « 2,01,00 

Total . 16,18,90 

Now, eyon if we assume that the whole of this last item will be found out 
of capital existing in India, yet the bulk of the first three items, that is, four 
or four-and-a-half crores a year, will be practically European capital invested 
in Railways in this country. I say practically," because for purposes of 
remittance the same effect is produced by the diversion towards investment’ in 
this country, of money (say the savings of Europeans) which would otherwise 
be sent out of India-for investment in England or elsewhere, as is produced 






by the remittance from England, for investment here, of capital accumulated 
in England, 

4, All these transactions are on a much larger scale than anything of 
which we have had recent experience, and they all create a demand, for remit* 
tance from England to India (that is, for Council Bills), So th&t we may 
anticipate that not only will the amount of Council Bills have to -fee greatly 
reduced'in respect of one portion of the programme, but at the same time, 
an enlarged demand for them will he created by another part of it, 

5, i» the note to which I have referred, I drew attention to the evil effects 
upon trade of a demand for remittance, which might have a sudden and consi¬ 
derable effeot in the way of raising the exchange value of the rupee. It will 
be seen that that effect is enhanced by the considerations now set forth. I 
desire therefore to suggest, as a measure for the prevention of these anticipated 
strains, a revision of that portion of our currency measures undertaken upon 
26th June 1893, which fixed at fifteen rupees the rate at which sovereigns were 
to be received in our Treasuries and in our Currency Department. I would, 
change it now to Its. 16, being an exchange of Is. 3 d. instead of 1#, 4 d. 

6, The introduction of a rate for exchange of sovereigns had a two-fold 
object. It was first of all intended to set a limit upon any excessive rise in 
the exchange value of the rupee, and in the second place, it was intended to 
Jay the gradual foundation of a gold currency. 

7, The first aspect of the matter was dealt with in paragraphs 147 to 150 
of the Herschell Committee's report: 

( '14>7. It appears to be desirable that any such scheme should afford security against any 

sudden and considerable rise of exchange. If the closing of the 
Provision afrainst a sudden mints wore thought likely to lead to such a rise, the opposition 
■*"“* n,,e 1,1 exohftnga * to the measure would, no doubt, be greatly augmented. In all 

probability the cessation of free coinage of silver would be immediately followed by a fall in 
the price of that metal. If at the same time exchange rose considerably, the divergence 
between the rupee and its intrinsic value would become at once very marked. The difficulty 
of maintaining the rupee at its higher exchange value might be increased, and the appre¬ 
hensions of disaster which at e entertained, even if they be exaggerated or unreal, would be 
intensified. 

“143. Moreover, the rise in exchange would be calculated to lead to a fall in the price of 
Indian produce. And, if this were seen to follow, and believed to be caused by the action 
of the Government, public opinion might he disturbed and the situation might become 
critical. The view has been expressed that, even though the native producers might not be 
likely to be actively hostile to a scheme which left prices unaffected, they would he far from 
indifferent, and the state of things might become dangerous if prices began to fall very 

sens inly. ... 

« lip. What, then, would be the effect of the scheme suggested by the Government of 
India P Closing the mints, even if the Government of India were to issue the proposal 
notification that gold coins would be made legal tender at a rate of 18| rupees to the sover¬ 
eign, might bring about a rise in exchange to the level thus indicated, vis., 1#, 6 d. per 
rupee. It is true that those who think that exchange would not for a considerable time 
rise at all, and that even the existing ratio might not be maintained, may be right in their 
anticipations. But i| mast be admitted that on such a point no one can predict with cer¬ 
tainty , exchange might rise suddenly and considerably, unless the Government were to 
interfere actively to prevent it; and the public would not feel any certainty as to the course 
they wonkl take. 

“ 150, The scheme might, however, be so modified that the exenange could not immedi- 

. ately rise much above its present level. It might be 
vt rupeos on tondor 0 provided that the mints should be closed to the publio 
cola at the rumts. for the coinage of silver, hut should he used by the 

Government for the coinage of rupees if required by the public in exchauge for gold, at a 
ratio to be fixed in the first instance not mush above that now prevailing, say ],». 4 d. tha 
rupee, Any fear of a considerable rise would thus be allayed, and any evil effects of such a 
riso would bo prevented. Moreover, even if silver fell, the divergence between the nominal 


m& t|e intrinsic value of the rupee would not be fiy great as if exchange at the mme time 
tom. There would be these additional advantages ; first, the currency would not cease to bo 
automatic ;; next, it would be a less violent step than closing the mints altogether. They 
would practically remain open, subject to certain conditions.. It would be the smallest depar¬ 
ture from the status (/uo which could accomplish the object the Government or India inive 
in view. Besides these advantages there would he the further gain, that it would still 
leave the volume* of the rupee coinage dependent on the wants of the people of India, and. 
the fact that rupees might continue to be coined would tend to prevent silver falling as 
much an would be the case if it wore supposed that the coinage of rupees was to cease alto¬ 
gether.. ' ^ 

8, To paragraph 156 the Committee made the reeommendatioD that gold 

should be received u at a ratio to be fixed, say, I s. 4 d. per -rupee ” : 

“ 156. But we consider that the following Modifications of these proposals are advisable. 
The closing of the mints against tlxe free coinage of silver should be accompanied by an 
announcement that,, though closed to the public, they will be used by Government tor the 
coinage of rupees in exchange for gold at a ratio to be then fixed, say, l.v. id* per .rupee* 
and that at the Government treasuries gold will bo received in satisfaction of public duos at 
the name ratio. 3 ' 

P, This recommendation was adopted, and it will be sufficient to quote 
the following from the speech of the Marquis of Lausdowne on the passing 

of the Bill for carrying out the measures :— 

a The step recommended by the Committee will not produce any violent disturbance of 
values- lb will, to use the words of Messrs. Farrer and Welby, £ not materially alter i ho 
present relations between debtor and creditor, but, on the contrary., prevent tbofe relations 
being altered in the future by a further fall/ 

** It has also this further advantage, that it provides an axitoimitic means whereby *t viii 
be possible to prevent the dosing of the mints from leading to a \; : -<k‘jgn ant i violent disturb* 
ar.oe in the rate of exchange. I refer of course tb the provision th/ir^uy person may here- 

l ' ' ■ - 1 Hi 4 "'' M ' - i- W : ' 'fa" ~ - j'* *■ ' iii■ - *- j and . 
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should exchange show a tendency to rise in the open market beyond the rate originally uxeu ; 
should it, for example, ri*& to a ratio giving, let us say, Is, Aid* as the equivalent oi the 
rupee, or something less than Us 15 for the sovereign, it will at once become advantageous 
to bring gold to the mint, and ;o exchange it at the full rate of one sovereign for lie. X5« 
In this manner, by a self-acting process a rise beyond the level which hu* been provisionally 
indicated will be rendered impossible so long as that liinii remains in force/ 1 

10* As regards the second aspect of the matter, viz. y its bearing upon the 
ultimate establishment of a gold currency, the following quotation from a 
minute of two of the Members of the Committee may be transcribed : * 

'*7* This closing of the mints, however, is only the first step in the process contemplated 
bv the Indian Government, and that process will not be complete until gold is mane lull 
legal tender, and is received into the Indian currency as freely as gold is received in England, 
or as silver is now received in Iridic, Tbia may be effected either by the fie© coinage oi 
gold at the Indian mints or by the free reception under arrangement with die Imperial 
Government of gold sovei’eigns coined in England or in Australia us legal tender currency 
of India. When this is done, the change will be complete^ and India will then have a gold 
standard of value, and a gold automatic currency, the quantity of which vml depend on the 
demand for it. What that deuiahd may bo is uncertain. Sir D. Barbour estimate? the out¬ 
side of the quantity needed to maintain the gold standard at 15,000,000/., or oue-ntth in 
value of the estimated present rupee currency. But, v/hatever 4 be precise amount, the gold 
currency is not expected to bo more than a small fraction of the actual currency in circula¬ 
tion. - 

• «* # » w * 

"* l4r At any rate, the expense necessary to procure atul retain the requisite amount is one 
that cannot be avoided by any Government which desires to maintain the credit ot its cur¬ 
rency, and will be insignificant compared to the loss of which the Indian Government now 

complain. . . * - ,* . , . 

11 15. Under these chtmtostoiices, we could not join in the reoommenda ion contained in 
the report without at the name time tecotnmenditig that the Government of Indi^ shout:, in 
view of the ultimate adoption of the whole of their plan, be prepared to secure the convex ti- 
bility of their token silver ourieaey, and should with that object accumulate a sufficient 
reserve of gold/* 




l i. Now, first I have to remark that the rommittee did not attach any 
importance to the precise, ratio of is. 4d, Their recommendation -was worded 
thus ; a ratio to be fixed, $ay, 1*. 4>d, They even contemplated its being 
altered after being first fixed, with the sanction only of the Secretary of State 
{,'dric paragraph 15 1), though the defection in which occasion would arise for 
its alteration was considered by them to be rather that of a higher, than of a 
lower exchange. 

“ 151. The Government of India have expressed the opinion that there would be no prac¬ 
tical difficult! in carrying such a modified scheme as this into effect. It would not, of course, 
be essential to the plan, that .the ratio should never be fired above Is. 4fih; circumstances might 
arise rendering it proper, and even necessary, to raise the ratio j and the Indian Government 
might be empowered -to alter it with the sanction of the Secretary of State. Such a 
scheme would, indeed in the first Instance, be tentative, and would not impede further aotipn 
if circumstances should render it deniable.” 

1&. Sir David Barbour similarly, when introducing the legislation, 
intimated that the establishment' of the Is. 'Id. rate was temporary only, and 
that the settlement of the permanent rate was left for “the light of future 

.experience." 

“It h not intended to do more at present than stop the free coinage of silver at the 
Indian mints, and, as ft provisional arrangement, to provide for the issue of rupees at those 
mints in exchange for gold at the rate of Is. icl. per rupee. The making gold coins legal 
tender, the settlement of the permanent, rate of exchange between gold and the silver rupee, 
and the other measures necessary for the final and effective establishment of a gold standard 
in India, will be provided for by future legislation and in the light ot' future experience." 

Id. This particular ratio of la, 4 d. was selected on the following considera¬ 
tions; first, it was “not much above .that now prevailing *■’(paragraph 150 
of report). Second, it was considered that a lower rate would not relieve 
the Government from its financial difficulties. Lord Lansdowne said iu the 
Legislative Council 

,f 'Iheso precautions will, I hope, go fur to allay the apprehensions of those who mistrust 
the idea ot any attempt by Government to increase artificially the value of its currency. 
Upon the other hand, the provisional ratio which the Committee has recommended, and 
which may, should circumstances hereafter require it, bo raised, is sufficien tly high to afford 
the Government of India immediate and substantial relief from its most pressing difficulties. 
Had the ratio boen fixed lower in the first instance, I do not see how it would have been 
possible for us to avoid adding to the taxation ot the empire.” 

[Here again wo see the rate talked of as a provisional one.] 

14. We know now how much foundation there was for the feeling of 
uncertainty as to the ultimate results of their action to which the Committee 
gave expression. Their anticipation was that the rate of exchange might 
(not to say, would) immediasely rise, and that it was necessary to set a limit 
to that rise. Had they foreseen what we now know to be the result of the 
measures that were taken in 1»9!3, they would certainly nob have gone so 
high as !#, id., and to me it seems undoubted that the considerations which 
induced them to recommend that rate, would, if they had more clearly foreseen 
the consequences, have recommended, much rather, the rate of l.», 8d. So 
far as our experience during the past three years has shewn (apart from the 
considerations special to the present Railway proposals), the ordinary course 
of trade st ems to be establishing a rate that may within a short, time rise to 
Is. -id , hot is likely to taken long time to rise to Is. id, 

U. I do not regard a question of this kind as one on which we ought, to 
be impatient for a final result. Three, or four, or five years are but a short 
space of time in the history of an Empire, or of its currency and trade move- 
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ments. This'consideration has withheld me hitherto from ‘formally raising 
the question whether it was wiser to aim at a rate of la. 3 d., which might be 
soon attainable, or to wait a possibly considerable time for the higher rate of 
Is. 4^., although I had it in mind Oven before the rise of exchange that took 
place last March. But now that I have before me precisely the contingency 
which the Berschell Committee desired to guard against (vie., a sudden rise 
iu the rate of exchange), and when moreover 1 see that the Hersebell 
Committee themselves, if they had had in 1890 the knowledge which we new 
possess of the result of their action, would, so far as I can read their mind 
from their report, have preferred the rate of is. id. to that of Is. 4 d., and 
when I see moreover that the Is. 4d. rata was treat 'd, on all sides, as a 
provisional one only,*' I think it open to me now to raise the question. 'Ihe 
dread of “ pressing difficulties arising in connection with our revenue account 
is now no longer present with us. We know on the contrary that a settled 
rate of Is.Td., if it could be attained, would, he to us a haven of rest, in 
which we would immediately consider not any question of adding to the 
taxation of the Empire/’ but how best to select among the methods of reduc¬ 
ing it, 

Ifi. If the question may be reopened, I think the time is extremely 
opportune for doing so. The coast is clear for action, for I think not a 
single sovereign has been reoeived by us under the Is. 4 d. rule, so that we 
are not hound by any past transactions of our own. Moreover, the present 
rale of exchange being only about I s. we may take for granted that not 
a single forward exchange engagement has been made which will be in any 
way affected by our reducing the maximum limit from \s. id. to Is. Stf. Still 
further) we have before us operations, created by a new policy of our own 
which will in the present state of circumstances give rise to the very evils 
which the Committee's fixed rate was intended, to prevent, unless we, follow¬ 
ing the line of policy they laid down, now apply the proposed revised rate 
of 1$, 3d. 

17. That the danger is not unreal will, I think, be evident from the 
following considerations. Last year, in the middle of October, the Bauk of 
Bengal rate was 3 per cent., and froiu then till the end of the financial year 
the Secretary of State drew for £7,500,000; the result was that the rate 
of exchange went up from 1*. lfrf. in October to Is. in March. This year 
the Bank rate is 6 per cent,, that is, we begin with a tighter market ; the Secretary 
Of State, according to his programme, will draw for £3,900,000 only, during 
the same period. We start with a present exchange of about Is. 2 $d.; so that, 
apart from any effect the scarcity may have upon trade, the effect upon 
exchange will be more intense than last year, and we may confidently expect 
a rise in February or March beyond Is. 3d. We contemplate announcing 
at that moment the intended short drawings of the year 1^97-98. Should 
we not prepare against this at once l>y establishing our gold price, for treasury , 
and currency at Is, 3d. ? 

18. The result will be that both traders and ourselves, and also those who 
are interested in financing our Railway schemes, will contemplate with 
equanimity the short drawings of the Secretary of State, and the di Omul ties 

* j/| r , Bertram Currie, oue of the Committee, in a separaie minute, urged that no rate 
should be fixed until experience hail shewn the actual result of the closing of the mints. It 
was the fear of an immediate and serious rise which induced the Government to annouiuto 
the rate at the time of declaring their policy. 







connected therewith. In 'obedience to the laws of Commerce, the excess re¬ 
mittances which have to be made from England to India will come out in 
the shape of so vereigns or of gold; they will be presented to us, like Council 
Bills are, in exchange for rupees, but, they will remain in our treasuries a 
reserve, available' for our treasury and currency purposes in the same way 
that coin is available. For there cannot be a doubt that every sovereign will 
find ample field for use as current coin at Ks. 16, since we shall certainly 
never reduce below 16 the price at which we are ready to exchange them 
for rupees. So long as the conditions of: excess trade demand for remittance 
from Europe remain in force, gold will continue to come out to this country 
at this rate of Is, M.; and if at any time they are reversed (ae they are not 
likely to be for soim years at least) the gold coin, whether left in the hands 
of the public or remaining in our treasuries, will find its way home, either 
directly or indirectly, in relief of the deficiency of trade remittance from 
England. We can in no event be worse off-.than we are at present, and we 
may and probably will be better off, 

19. 1 wish to explain this last sentence more fully, and I shall use the 
phrase “ ordinary course of exchange ” as meaning the course which exchange 
will take if no alteration is made in the U. Ad. limit. 

Exchange will in the future in its ordinary course either be below .Is, 3d., 
or between that figure and U. Ad. While it is in the first of these stages, it is 
of no practical consequence whether the limit is at I#. 4</, or at Is, 3d. But 
while it is in the second stage, we will, if matters remain as they are, be 
< spotting commerce and trade to the risks attendant upon a considerable rise 
of rate, while if we alter the limit, we shall not only save that risk, but shall 
be making definite progress to a gold currency. 

.gO. If the oircumst&nces of . the future are such that in ordinary course 
the rupee would rise above 1*. 3d. and thereafter,again fall below it, then if 
we make no alteration in the limit, we shall have exposed commerce first to 
a rise and then to a fall of exchange, whereas if we do alter the limit we shall 
have maintained the rate permanently at 1#. 3d. during the whole period of 
what would otherwise have been the rise, and also during so much additional 
time as it tabes t.o absorb the gold that we shall have laid up during the 
period of the rise. For, so long as we hold a single sovereign in our treasuries 
which we can remit to bun, the Secretary of State need not sell a single 
Bill under the rate of 1». 3d. 

21. From every point of view therefore the change from h. 4 d. to ].?. 3d. 
has become desirable in the interest both of fixity of exchange and of the 
ultimate establishment of gold standard. From one point of view only can 
considerations affecting Government he urged against it. With an exchange 
of 1*. id., other things being the same, our revenue account is better by some 
two crores of rupees than with an exchange of lj?. 3d. But then the whole 
question is whether other things do remain the same. This involves the 
whole consideration whether 60 crores of taxation and the like, the rupee 
being worth U. 4-d. in gold, are or are not a-smaller burden Shan 62 crores 
when the rupee is worth I*. 3d. in gold,—a question most difficult and 
abstruse. 1 eau ouly say (and in this I apeak only for myself, but am re¬ 
peating opinions I have given expression to for a long time past) that in my 
opinion our financial difficulties of the past twenty years have arisen more 
from a falling rate of exchange than from a low rate of exchange ; that is to 
g a y } using the illustration already given, from the fact that we were oblig. d 


to faisft the amount of taxation from 60 crorea to h* cvores before the altered 
value of silver had sufficiently operated upon prices, rates of wages, and other 
economic circumstances to make the new 62 crores oi burden less than the 
old 60 It is certainly true that falling exchange has compelled us to resort 
more than once to increased taxation, but it is certainly also true that taUmg 
exchange has had a great deal to do with the continually increasing produce 

of each of our sources of revenue. , , 

22, So long as the “ ordinary course oh exchange for the future would 
oive ns less than W. id. wo suffer nothing, e?en in our revenue account, trom 
adopting Is. U .« our rate for the receipt of gold. If the “ ..nhnury course , 
of exchangevvould give as more than thatf, then I think that the. advantage 
of fixity of exchange, and the probable earlier establishment of gold curiency, 

ife. in pursuance of the policy of the currency reform ot id9d, a greater ad¬ 
vantage than any we arc likely to derive from the enhancement from Is. M. 
to 1». id. of the value of our rupee for the purposes of payment of our ster¬ 
ling liabilities. The Hersohell Committee rejected the proposal to wait tor a 
possible future rate of Is. 6 d , and thought an earlier (they anticipated an 
immediate) rate of Is. U. preferable to all the interests concerned. Uor the 
same reason, adopting their views, but accenting the light of later experience, 
I consider it preferable to take an early (and possibly an immediate) rate ot 
1*. 8,1 rather than a rate of Is* M., which we may have long to wait lor. 

513 It is in view o£ the great difficulties we shall have to meet next year 
that I press the consideration of this proposal. We shad have to finance a 
famine (how big a famine we do not yet know), and we shall have at the 
same time to finance a much larger programme of Railway construction than 
has yet been attempted. What the difficulties of a famine taken alone may 
come to we can see from the figures oi 1877-78, a year in which the direct ex¬ 
penditure upon famine was R.x. 6,345,775. The drawings ot the Secretary 
of State in the years before and after that were as follows- 


1875-76 

1.876-77 

1877- 78 

1878- 79 
.1879*80 


12,389,613 
12,695,799 
10,134,455 
13,048,565 
15,261,810 


But as matters then stood the deficiency in the Secretary of State's capa¬ 
city to offer Council Bills was easily made up by remittance of silver to India, 
and for the above years the following are the net imports of that metal :«■»« 


1875*76 

1876- 77 

1877- 78 

1878- 79 

1879- 80 


Rx« 

1,555,355 

7,198,872 

14,676,385 

3,970,694 

7,869,743 


The safety-valve then open, the necessity of which is shewn by the extra¬ 
ordinary figure of 1877-78, is now closed, and the figures therefore convey a 
warning of the difficulties we may next year have to meet. For the only 
possible safety-valve now is the remittance of gold and not of silver, and that 
safety-valve will not be open under present arrangements until our foreign 



nas first passed through the period of disturbance described "in the ex* 
tract quoted m paragraph 7 aboye, which will be necessary for its adapting 
rato * fat€ ° f ese ^ lau 5 e w kich >s nearly two pence in excess of the present 

*4. With the rate now fixed, at 1*. 8af. little or no inconvenience will arise, 
ei <ne,t to as or to commerce, from any reduction or even fr«>m any stoppage of 
Goiinoii Bills. Wo shall have linked ourselves, for the time at any rail, to 
t/te gold standard of England; and if our remittances fall in arrea'r, it will not 
he an .wear that we have to make up in tire future, for the trade remittance 
w <! at once commence to be carried on by gold, and we shall possess, in gold 
sn India, the mean# of paying off the art-ear at any time we please. 

p ^'V ® , * Bn ' ne ro ^ e f is 8 kind of expenditure which Cannot easily be measured 
beforehand,- anti yet has to be met without delay, when the necessity arises, 
lhe task which is before us of financing next year both the anticipated famine 
and our Railway programme will under any circumstances be one of the great* 
esi difficulty, and it is one which in my opinion will be impossible, or at least 
will be productive of serious consequences unless, by altering.ns 1 propose the 
rale at which we receive gold, we loose the link which at present binds to* 
fpther our operations and those of trade remittance, and thus get ourselves 
rree to consider these questions of resource solely as they affect our own opera¬ 
tions, without having to'consider at the same time the disastrous effects they 
may have upon commerce. 1 think it is a necessity of next yearfs finance 
that the Secretary of State should ho in a position to reduce, or even dis¬ 
continue his drawings for a time, without feeling that in doing so he may he 
gravely disturbing the course of trade or may be incurring sterling liabilities 
with only rupee a^ ete to set against them, 

. .1 conclude by saying that, although personally I considered this sub¬ 
ject long before 1 worked out the actual financial consequences of our Railway 
policy, I would not have thought the time had come to bring it forward unless 
I had found the immediate necessity arise in connexion with these consequences. 
The reduction from 1#. 4 d. to Is. Jlrf. of the rate at which weave prepared to 
receive gold in our treasuries and in our Currency Department seems to me the 
one condition by which our Railway policy can be reconciled with the condi¬ 
tions of both of our own remittances and of trade remittances ; and 1 propose 
it not only because it averts all the icconveniencee (not to use a stronger 
word) that.may arise in that connexion, but because it makes our Railway 
policy an instrument for carrying forward, and perhaps ultimately carrying 
to a successful conclusion, the policy of currency reform adopted by the Gov¬ 
ernment of India on the recommendation of the Hereehell Committee, 

It should be borne in mind that the opportunity for action will have 
passed, if no decision is come to by the time the rupee rises in ordinary course 
to Is. 3d., because in that event any possible action will involve a modifica¬ 
tion of existing commercial engagements. 




MiNUTK, DATED 22HD OcTOBBB 1806, BT Mil. J. F. FlNLAY, DH THE TliOPOSRO 
ALTERATION EROM 1 «. TO I 3 . 3d. OP TBit KATE AT WHICH GOTO 
SHOULD BE TAKEN IN EXCHANGE *OR BUD BBS. 


1. The Honourable Member having spoken to me on the subject of the 
proposal in his note of 17th October 1896, 1 mentioned that I thought the 
proposed measure was very inexpedient, and in view of the importance of the 
matter, which cannot be exaggerated, 1 asked him for permission to criticise 
the proposal with the same freedom ‘as would be open tome if (be proposal 
had come from an outside source instead of from him. This permission- he 
kindly gave. 

2, It will be seen from his note that the Honourable Member had come 
to the conclusion that 'it is desirable to substitute 1*. Sd. for 1*, 4fl. the rupee 
as* the rate at which we are prepared to issue rupees in exchange f r gold, 
altogether apart from and independently of the special circumstance connected 
with the programme of Railway construction and the probability of famine, 
which lead him to make the proposal at the present time.* It will therefore 
he convenient to divide my remarks into two. parts, the first treating of the 
subject on general permanent considerations, and the second taking into account 
the special circumstances of next year. 

L—General permanent considerations. 

8. I entirely agree that the main object of the currency policy is to attain 
a stable exchange, aud it would be wise to adopt for the rate at which gold 
shall be received in the transition period and at which the ultimate establish¬ 
ment of the gold standard shall be effected, any rate of exchange which may 
seem the most likely to secure and maintain stability, 

4. To trade and the mercantile community it is a matter of perfect in¬ 
difference whether the stability is readied with exchange at,Is. Sd. or Is. 4d. 
•or Is &d- : in this opinion also I understand that I am in agreement with the 
Honourable Member, 

5. To the official, community and other Europeans drawing salaries in 
rupees a higher rate of exchange is of course preferable to a lower ; hut I am 
strongly of opinion that the preference of this class for a high exchange 
should lie allowed altruist uo weight in settling the question, and (hat their 
interests should he entirely disregarded if they clash with t he interest of trade 
and of the Government; at the same time it is necessary to guard against the 
overstrained conscientiousness which would refuse or hesitate to adopt a con¬ 
clusion on other grounds because it happens to suit also the personal interests 
of those who are privileged to give advice iu the matter, 

6. There remain the interests of the Government, and, which is the same 
thiug, of the general taxpayer. The Government will certainly be able to pay 
its way with exchange at la. Sd., and as it has already had to frame its 
estimates at a lower rate, it will uot feel any strain or difficulty in adapting 

- — — -nn w ~ . ■i..,. , . . . « , 

* Alter I had written aud sent to Press the bulk of this note the Honourable Member 
told me that if the prospect had continued to be that exchange would rise gradually and 
slowly to Is. id., he would not have proposed to change the rate; and that the special 
circumstance! of next year therefore constitute his determining reason for making tL© 
proposal as well as for his making it at the present time. 

d. F. F,,—23-10*08. 
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its finances to that rate in the ordinary years. But the required equilibrium 
will be secured only by maintaining taxation at a level higher by two orores 
than if the higher rate of 1#. 4<7, were established. 

7. This objection to. the proposal is noticed in paragraph 31 of the 
Honourable Member’s note. I venture respectfully to question the correct¬ 
ness of the conclusion drawn in that paragraph, that 63 ©yores of taxation 
with exchange at 1«. 3 d. is no heavier harden than 60 croree with a rate of 
Is. 4r/. As there said, the question is most difficult, and abstruse. The oue 
point, absolutely beyond dispute iu that paragraph is that with the lower rate 
the interest and other sterling charges will cost two crores of rupees more to 
discharge. The rest is open to argument, 

N. the Honourable Member is of opinion that falling exchange has had a 
great deal to do with the continually increasing produce of each of our sources 
of revenue. The opinion that falling exchange benefits the trade, and conse¬ 
quently the public revenues, of India was at one time bald by many. 
Numerous refutations have however teen published in the last ten years, and X 
had hoped that the opinion had been now generally discarded: and that, it was 
almost, universally accepted that any benefit derived from a falling exchange is 
of a mUst transitory kind and leaves no trace of permanent or general good 
behind it. It would be out of place, however, to argue out that difficult ques¬ 
tion in this note j and, ns will appear from the next paragraph, I do not 
think that it- really affects the issue being discussed. 

9... Whatever the etfect of a falling exchange on trade and revenues, I 
believe it is generally accepted that neither trade nor revenues are in any way 
benefited or made more prosperous or greater by a stable rate of exchange on a 
low level as compared with actable rate on a higher level. The Honourable 
Member in paragraph 31, draws a sharp distinction between the effects of a low 
rate ol exchange and those of a falling exchange. And his argument in 
paragraph 31 seems to attribute the alleged beneficial effects on our revenues 
entirely to a falling exchange. But the question with which he is dealing is 
the ditlerence in r,he burden of taxation of a named amount in periods when 
two distinct stable rates of exchange prevail, and it has nothing to do with any 
period in which the rate is falling from the higher to the lower rate. His 
conclusion therefore thal the burden of taxation of a named amount is lighter 
with a stable exchange of 1*. Srf. than with a stable exchange of iV. id, 
dees not seem to me to follow from bis premises. However, I may have mis¬ 
understood the Honourable Member’s argument, and he may mean to assert 
that in addition to the beneficial effect on trade and revenues of a falling 
exchange, there is also a similar effect produced by stable low exchange as 
compared with a stable high exchange : that certainty is necessary to the 
conclusion drawn in paragraph 21. If so, I can only respectfully express my 
dissent from the premiss and the conclusion. I feel as great certainty as is 
possible in such matters that a stable low exchange has no advantage over a 
stable high exchange in the way of stimulating trade or lightening the 
burden of taxation. 

10. The sum of this part of the matter is, that if the rate of exchange is 
permanently fixed at Is. 3 d. instead of 1<?. 4 d. the one certain effect will be 
that we shall have to spend annually about two crores of rupee:? more to meet 
our sterling payments, and that the number of rupees to be raised by taxation 
must therefore be permanently higher by that amount: whether there will be 
compensatory advantage which will make that additional taxation an ad.lb* 
lion in appearance only and not a real additional burden, is, at any rate, open 
to doubt, 


11. The facts above brought out are that the adoption of the rate of 
Is. Si. instead of 1*. 4 d, will involve a large permanent addition to our annual 
expenditure expressed in rupees ; that the taxation must be larger by that 
number of rupees j that it is primd facie probable that that addition wil \ >e a 
real addition to taxation j and that it is, to say the least, doubtful whether the 
compensation will occur which it is alleged will cause the increased taxation to 
be a nominal and not a real addition to tffe burden of taxation, i hese facts 
see m to me to render it highly desirable to adhere to the higher rate of Is, 4 d. 
unless there are other strong reasons for changing the rate. 

Are there any such reasons? Omitting for the present the reasons oon- 
nected with the special circumstances of next year, which 1 shall deal with 
in Part II of this note, the only general reason stated in the Honourable 
Member’s minute in favour of the change is that, while there is an early pros¬ 
pect of exchange rising to Is. 3 d. t it is likely to take a long time to rise to 
Is. 4(d„ and that consequently by adopting the lower rate we s.iall attain stabi¬ 
lity of exchange and the establishment of a gold standard much eailier. 

IS, If it were certain that the establishment of the gold standard could be 
broimht forward and the present period of transition in the currency policy 
could be shortened considerably, that is to-say, by several years, by the pi j- 
posed measure, I should cordially support it. but there is no such certainty. 
It is dangerous, and perhaps foolish, to prophesy in such a matter, but it is 
necessary to weigh probabilities in advising on a measure which affects the 
future. And tome the probabilities seem that the u ordinary * course of 
exchange ” would raise the rate to Is. id, about a year after it has raised it 
to li. 3d. As far as I can judge, the causes which have been operating for 


the iast two years or so, and which have raised the rate m that period from 
I#. 0| d. (in May 1894) to It. %$d. will continue to operate, and will raise the 
rate gradually to 1#, 4d. I see no reason to anticipate that those causes will 
cease^to operate or will operate more slowly after a rate of 1«. 3d. has been 
reached. If the interval between Is. 3d. and Is. id. is not likely to exceed 
one year or even two or three years, the reasons stated by the Honourable 
Member in the first part of paragraph 15 of his note should lead us to refrain 
from making the change to Is- 3d, 

14. My main reason, however, for deprecating the change so strongly as 
I do, is that I believe that its adoption will very probably have the etlect of 
increasing a hundred-fold the chances against our ever beiog able to establish 
a gold standard at any rate whatever. This effect will be produced by a 
renewed outburst of want of public confidence in the ability or even the desire 
cf the Government of India to carry its currency experiment to a successful 
issue. It has been frequently pointed out that public confidence is a very 
important element in the matter. To quote one such remark-Sir D. Barbour 
in introducing the Bill of 1893 said, “If the public lose confidence in the 
success of our measures the difficulties of establishing and maintaining a gold 
standard will he enormously increased. ” There is, I think, no doubt that 
want of confidence in the Government has in the past seriously hampered the 
progress of the experiment. Doubts were generally felt as to the ability of 


* I use this expression in the sense defined by Honourable Member in paragraph 19, and 
also as excluding the effect cf the Railway programme and of the anticipated famine on 
change : X believe that the net effect of those two will be to retard the rise which would 
have occurred if both were eliminated. 





Government; to carry tlirough its experimentmany assorted-and many 
believed that this bad been recognised, that the intention to persevere .in the 
attempt had been abandoned and that the mints were about to be reopened, 
‘inis led to a long continued speculative activity in' exchange transactions 
which delayed the effect of the permanent and ordinary causes which have 
snee asserted their power. Confidence has now been restored in the inten¬ 
tion, ci the Government of India to work out the experiment, till a gold stand"* 
*ud is established, and t here is a fail* degree of confidence that its efforts will 
in time be successful, 

^ believe that this slowly gamed confidence would he seriously shaken 

not entirely shattered by a sudden announcement of the alteration of the rate 
of It. id. in the Notifications Nos. 2662 and 2608, dated the 26th June 18S3, 
to Is, %d Mo amount of assurance or protestations will induce the public to 
believe that the change is made with the object .of securing the immediate or 
earlier establishment oi a gold standard : they willf el convinced that tUe reason 
18 thafc the Government has given up all hopes of being able to establish a 16e- 
penny rupee, that it thinks it may make another attempt on. the lower basis 
of 15 pence, but will be prepared if that attempt also fails to make another 
retreat down to I t pence, and ultimately to abandon the whole policy and 
reopen the mints. Being persuaded of this, the merchants and speculators 
will, take measures to protect themselves by making their arrangements on 
the supposition of a fall in exchange in the future, which they believe the 
o.overntn6D t to foresee i *ind those measures will fa&vo very powerful effect 
towards causing such a fall. The destruction of confidence will thus prevent 
m from ever reaching, or at any rate from maintaining for any time, a rate 
of Is. $d. } and in my opinion we are likely to reach a rate of 1*. id. by hav¬ 
ing things as they aro at an earlier date than we shall reach U. Sd. 'if the 
proposed change is made. 

36. It will he said that there would he no solid ground or basis for the 
beliefs which I say the public will entertain in the supposed circumstances. 

J. think, nevertheless, that the experience of the two years or two years and a 
half following the closing of the mints shows that that tact would not prevent 
the beliefs arising or action being taken in accordance therewith’ The 
currency experiment now proceeding is one which requires delicate treatment, 
and it is necessary to avoid any step which may give rise to misunderstanding 
or may possibly be made a ground for attributing to the Government hesita¬ 
tion, irresolution or doubt as to success of the experiment. 

II,— Effects op thi Railway puogrammu and oi the anticipated sawn*. 

17. The Honourable Member makes his proposal at the present time* 
because he anticipates that the large reduction of the Secretary of State’s 
drawings next year, necessitated by the programme of Railway construction 
which has been adopted, and the demand for remittances from England to 
India it capital for investment in Indian Railways outside that programme, 
will have a sudden and considerable effect in the way of raising the rate of 
exchange. 

J8. Now if next year were likely to be normal in other respects than 
the largo railway expenditure, if there were no fear of impending famine, I 


* tho Io#tuoU of pvtrugi’tiph # uf tliie note, 
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venture respectfully to think that tha effect of a reduction of 2i or 3 million 
pounds itt the year's drawings—‘Spread over twelve months and made after 
ample notice —has been exaggerated in the Honourable Member's note of the 
Oth October 1890 on the financial aspects of the 11 iilway programme and in 
his note of the 10th October. Mr. O’Conor, whom 1 consul ted on the 
subject, agreed with tr.o in thinking that the reduction, spread over twelve 
mouths and duly announced in ordinary course beforehand, would not have 
a very great effect on trade or exchange in a normal year. 

19. Trade conditions however are not now normal, and they will he still 
less normal next year. There will be a widespread failure.of crops, and 
a severe famine seems only too probable. The result will be a heavy reduc¬ 
tion in the net exports of India, and consequently in the trade demand for 
Council Bills. This will necessitate i reduction of the Secretary of State’s 
drawings probably by move than 2| or 8 millions. The expected famine will 
therefore more than counterbalance any effects which the Railway programme 
may have in the direction of raising exchange. 

SO. Mr. O’Ckmor left Simla on Tuesday, but just before he left he wrote 
some hurried notes for me on this subject. I give the folio Mug extract :—* 

if any, export o£ 

. the indigo drop in 

, ........... ~.„ r .„ not good., and the 

rice crop in Bengal is poor. Prices for rioe and such other food-grains as are available will 
1 m raised to a level which will prevent export. 1 estimate that we shall probably see in next 
year’s exports a diminution of bne value of the articles undermentioned to at least the extent 
specified : 

Rx. (bullion*) 



Rica . 
Wheat 

Other goods , 

Indigo 

Cotton . 

J ute . . 

Linseed 

Itapeseed 

Tilseed 


4'5 

4* 

02 

2' 

6 ‘ 

I* 

8 - 

V 

V 


*' The aggregate is between 22 and S3 millions of Rx. There maybe some sets-off ia 
other directions—-increased exports of hides and skins, also of gold, and so on . But on the 
whole, I am inclined to think that, so wide is the area of failure, that exports will be from 
15 to 20 millions of Rx. smaller next year than in 1895-99. The decline is shewing itself 
now', and it will he accentuated as the months follow each other. I do not think that the 
imports will be eorrespoudingly diminished, though no doubt they also will decline for many 
r.f the imports, and thofeo the most important, are indispensable for the conduct of trade and 
industry {machinery ar.d mill work, metals, railway material among other things) or snob, 
things as cotton goods in which there is an irreducible minimum. As agaimt the diminu¬ 
tion of the ordinary import trade we must set the extraordinary importations of food stuffs 
which will be required. These will probably sat off a large part of the diminution in the 
ordinary import trade, and I t,hin?{ it probable that while the volume of exports will bo 
seriously contracted next year, the volume of imports will not be correspondingly diminished.'' 

And Mr, O’ Conor told me that, in his opinion, reduction of 2$ or 3 millions in 
the Secretary ol State’s drawings in 1897 -98 will hardly be sufficient to pre¬ 
vent a fall in exchange. 

21. If the above anticipations are well founded, it appears that the effects 
of the impending famine will more than counterbalance the effects of the Rail¬ 
way programme on exchange. I much fear that what will occur in 1897-98 
will be a fall in the rate of exchange : there is at any rate no reasonable gounil 
to anticipate that there will bo a rapid rise in that year. 



22. Exchange is now trending steadily upwards, and will probably, in the 
remainder of the current year, continue to rise in the ordinary course of events. 
But I do not think there is much fear or hope of its rising much above li. 3d. 
this cold weather. The reduction of the drawings next year can of course have 
no effect before March next, as it will not be announced till that month, and 
the reduction, of: exports caused by the failure of crops will tend to make tbo 
rise this cold weather less than it would otherwise have been. 

23, My conclusion therefore on the special circumstances connected with 
the Railway programme and the impending famine is that there is no reason 
to anticipate thijt there will be any rapid and considerable rise in the rate of 
exchange such as the Honourable Member fears and desires to guard against. 

24). There remains another consideration which is discussed in paragraph 28 
of the Honourable Member's note. It is that the famine combined with the 
stringency of the money market, may create a demand for a larger number of 
rupees for circulation in India than at present exist, and that, under the present 
condition, there is no means of meeting this demand. I admit the gravity of 
this consideration : it arises from the present transition stage of the currency 
policy : there is now no automatic means by which the currency can expand in 
response to the demands of the country and trade. For the reasons I have 
stated in paragraph 15 of this note, I do not believe that the reduction from Is. 
4 d. to Is. 3d .pf the rate at which gold will be received would provide the missing 
safety-valve : the effect of the announcement of the change would be to prevent 
exchange reaching or at any rate remaining at even the lower rate. 

25. The measure which I would bold in reserve to meet the contingency 

contemplated if and whm it arises, would be the purchase of silver by the 

Government for coinage into rupees. The silver would be obtainable very easily 
and quickly, and there is no necessity to make or at any rate to announce any 
preparations beforehand; it is merely necessary to decide that that would. Le 
the measure to be taken. . 

26. I hope that the contingency may not arrive, as I should be very sorry 

to see the coinage of rupees recommenced before the rate of 1«. 4 d. con¬ 

templated for that-purpose is reached. But if the measure has to be adopted, 
it will be adopted for reasons patent to the whole world,—the strain of a famine 
and the stringency of the money market and the temporary scarcity of the 
circulating medium in the oounfcrj and especially in the Presidency Towns—and 
1 hope that the adoption of it for those purely temporary and well known 
reasons would not lead to any misunderstanding or deliberate misinterpretation 
of the intentions or expectations of the Government of India in regard to its 
currency policy, (I may mention that when the draft of the Bill closing the 
mints was prepared in Peoember 1892, Sir A. Miller proposed to insert sections 
regarding the coinage of rupees on behalf of the Government, as he thought it 
might be desirable to show on the face of the Bill “that we contemplated con¬ 
tinuing to coin as much as might be needed/’ These provisions were omitted 
at Sir D. Barbour’s request, on the ground that they were superfluous, and that 
without them the Government would have full power to purchase and coin into 
rupees as much silver as might be desired.) 

27. I must say before I conclude that I recognise and share to the full the 
Honourable Member's anxiety as to the difficulty of financing the Government 
of India through next year : it arises from the magnitude of the Railway pro¬ 
gramme and the demands which the famine will bring upon us. Bat the per¬ 
manent and overwhelming importance of carrying the currency policy to a suc¬ 
cessful issue leads me to urge that we ought not to be induced by that most just 


•anxiety to propose any modification of the currency scheme except under the 
most pressing and abnormal conditions actually present or immediately impend¬ 
ing beyond the possibility of doubt. Even the measure 1‘ have suggested in 
paragraph 25 as the one to be held in reserve for adoption when necessary 
ought not to he adopted, much less announced, one moment before the neces¬ 
sity for some measure to meet the contingency feared is abundantly apparent. 

I may mention one consideration which may be thought germane to the 
matter, though I do not think that the Government of India ought to be deter¬ 
red bv it from proposing any measure which it ax ter consideration considers both 
desirable and of importance. It is that there is almost no prospect that Luo 
Secretary of State would accord bis sanction to a proposal to lower the rate to 
Is. 3d. * The object of the proposal and its effect, if successful, would bo to 
attract gold to India, This is not an object which the.Secretary of State would 
be allowed by his colleagues in the Cabinet and bis London advisers to advance 
at a time when the fears of the London financial world already are that gohl 
may be withdrawn from London to a most inconvenient extent. 





Despatch from this Secretary of State for India, to the Government 
or India, No. 129 (Financial), dated 6th August, 1897. 

Your Excellency is aware that special envoys from tbe United States and 
the Ambassador of France have had interviews with members of Her Majesty’s 
Government; in order to discuss the subject of currency reform, in which the 
Governments of both those countries are at present, much interested, 

2, The result, of those discussions is that Her Majesty’s Government 

have been asked whether, on certain conditions, the question of re-opening the 
Indian mints, which have been closed since 1893, would be taken into consi¬ 
deration. • 

3 , Her Majesty’s Government understand that the Governments or Franca 
and of the United States desire to open their mints to the free coinage of 
silver, as well as of gold, such silver to be made legal tender to an unlimited 
amount at a ratio of 15$ of silver to 1 of gold, provided that they are satisfied 
they would receive such assistance from other Powers in increasing the demand 
for silver as would, in their opinion, justify them in such a policy, They pro¬ 
pose to summon an International Conference to deal with the matter, if they 
are led to believe, by the preliminary inquiry which they are now undertaking, 
that such a Conference would arrive at any satisfactory result; and they ask 
whether, if their mints were opened as suggested, vour Excellency's Govern¬ 
ment would undertake to re-open concurrently the Indian mints la the free 
coinage of silver, and to repeal the order which made the sovereign legal ten¬ 
der in India. It would, in this ease, be clearly understood that no action shall 
be taken by you until you are satisfied that, the intentions and undertakings 
of the two Governments will undoubtedly be carried into effoeG 

4 , Her Majesty’s Government have replied that they will consult your 
Excellency’s Government upon these proposals, and I invite you accordingly 
to give them your most careful consideration. 

J 5 . It is argued that, ou the one hand, very great advantages would be 
gained lor India undbr an arrangement which could not fail to have tbe effect 
of raising materially the gold value of silver, and consequently of the rupee, 
and which, if it were maintained, would give a good prospect of a more stable 
ratio, when once the first disturbance was over, than has been known for many 
years. In that case heavy loss which is now sustained both by your Govern¬ 
ment' and by all individuals who depend upon a silver currency for the pay¬ 
ment of liabilities contracted in gold, would, in all likelihood, disappear ; and 
holders of rupee values would benefit greatly the increased command of 
sterling by values which such a change would necessarily give them. _ 

0 . The present system, however great may be the benefits which it has 
conferred, may appear to be one of artificial and arbitrary restriction, which 
is thought by some to have an injurious effect, on the course of trade, and the 
fact of its removal would have the advantage of leaving the expansion and 
contraction of the currency to the natural force of the market, I believe, 
moreover, that your Excellency will agree wilh me in thinking that the main¬ 
tenance of the exchange value of the rupee at a point considerably above the 
intrinsic value of the silver which it contains is not, without inconvenience 
and that a policy which without lowering exchange would restore the rupee to 
a value practically unmodified by mint regulations, has much to iccomtneud it? 





7. On the other hand, theca are certain objections which will readily ooenr 
to your Excellency, such as the disturbance and dislocation of trade winch 
might perhaps follow a great alteration in the cate of exchange, and the pos¬ 
sibility, however remote, that the value of the rupee, as measured in commo¬ 
dities in India, would be so far enchanced as to cause discontent by increasing 
seriously the amount payable as taxation, 

8 . A more serious question, in my opinion, is whether the combination of 
only two Governments, even though the countries which they represent areas 
important financially as France and the United States, is sufficient to give such 
a reasonable promise of stability and permanence to an arrangement of this 
nature as would justify India in facing the undeniable risks and incon¬ 
veniences attaching to such a change in her system of currency. "No doubt, 
however, the conclusions to be formed on this aspect of the question must in 
part depend on the terms of the arrangement made bet ween , the Governments 
concerned. 

9. In conclusion, I wiU remind your Excellency that in 1892 the policy 
of closing the minis was only recommended by your Excellency’s predecessor 
in Council on the ground that an international arrangement, similar to that 
which is now contemplated, was not then obtainable. This is clearly stated in 
the Letters of Lord Lansdowne’a Government, dated 23rd March and 2lot 
•June 1 S|?2, and I shall be glad to learn whether your Excellency sees any 
reason to modify the views therein expressed, and, if so, on what grounds, 

) (). The question involves issues of such magnitude that l cannot a*,fc 
your Excellency to repty to this Despatch without taking such time as yon 
may require for full deliberation and confidential discussion. As, however, it 
is important that Her Majesty’s Government should, as soon as possible, be in 
a position to give an answer to the French and American representatives, .1 
trust that you will at once undertake the consideration of the matter, and 
that you will let me know your views without any unnecessary delay. 
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Despatch to H»r Majesty's Secretary of State for India, No. 201, 

DATED THE 16t.H SEPTEMBER 1897, 

We have the honour to acknowledge receipt of Your Lordship's despatch 
No. 129 of August 5, 1897, asking for our opinion whether the Indian 
mints maybe re-opened to silver as part of a contemplated arrangement under 
which France and the United States of America will open their mints to 
silver as well as gold. 

2. The present cuvrency systems of the three countries may he thus 
described. France and the United States both have a gold standard j the 
mints are open to gold and closed to silver ; but gold and silver coins are 
alike legal tender to an unlimited amount in both countries, at a ratio of 15& 
to l in the former and of 16 to l in the latter. The currency system of India 
is in a transition state: the Government of India in 1893 decided to estab¬ 
lish a gold standard ; and the first step towards'that object was the closing of 
the mints to silver by Act VIII of 1893. The silver rupee is still the sole 
legal tender coin, though the Government has by executive orders under¬ 
taken to receive gold and sovereigns under certain restrictions set forth in 
Notifications Mo. 2662 and No. 2663 of June 26, 1808, the rate of exchange 
adopted being 1 6 th the rupee or its. 15— £1. The measures to he taken 
when the transition period has passed have not been laid down, but it is 
probable that the Indian mints wilt be opened to gold, and gold coins will be 
made legal tender to an unlimited amount; silver rupees would also continue 
to be legal tender to an unlimited amount, and the ratio between the rupee 
and the^gold coins as legal tender would at the same time be finally settled. 
The system towards which India is moving is thus a gold standard of the 
rnrne kind as that Which now exists in France and the United States, but 
With a different ratio for legal tender; but for the present the mints are closed 
both to gold and silver. The transition period has lasted for more than four 
years, but there is ground for hope that it is now chawing to a close. 

3 . The changes which are involved in the arrangements proposed to Her 
Majesty's Government are the following. France and the United States are 
t0 open their mints to the free coinage of silver, continuing the free coinage 
of gold and the unlimited legal tender of coins of both metals, the ratio 
remaimno' unchanged in France and being altered to the French ratio of 15& 
to 1 in the United States. India is to open her mbits to silver, to keep 
them closed to gold, and to undertake not to make gold legal tender. France 

the United States would thus be bimetallic j India would be monometal¬ 
lic (silver); while most of the other important countries of the world would be 

monometallic (gold). 

4 The object which the proposers have in view is the establishment of a 
stable relation between the values of gold and of silver. This would include 
the establishment of a stable exchange between the rupee and sterling cur¬ 
rency which was the object of the Government of India in the proposals 
made in our Financial despatch No. 160 of June 21, 1892, which proposals 
ultimately resulted in the adoption, in view to the attainment ot that object, 



the policy of a gold standard, and in the closing of the mints to the free 
coinage of silver. 

If then it were certain that the suggested measures would result in the 
establishment of a stable ratio, the Government of India might well consider 
whether their adoption would not be preferable to the policy to which they 
committed themselves in 1893 in the hope of attaining the same result by 
isolated action on the part of India alone. The principal questions therefore 
for us to consider are whether the measures are more likely to succeed than 
the policy of 1893, and what consequences to India maybe apprehended if: 
the measures should fail of success after being brought into operation. From 
this point of view we propose to discuss the effect on trade and indust ry and 
on our own revenues, of the changes when made, and of the failure of the 
arrangement if it should fail, the chances of success, and the risks of failure. 

5 , The first result of the suggested measures, if they even temporarily 
snee'eea in their object, would he an intense disturbance of Indian trade and 
industry by the sudden rise in the rate of exchange which, if the ratio adopted 
were 15 J to 1, would be a rise from about 16rth to about 23<L the rupee. Such 
a rise is enough to kill our export trade, for the time at least. If the public 
were not convinced that the arrangement would have the effect intended, or 
believed that it would not be permanent, the paralysis of trade and industry 
would be prolonged and accompanied by acute individual suffering; none of 
the advantages expected would be attained; and the country would pass 
through a critical period which would retard its progress for years. How long 
the crisis would last before normal or stable conditions were restored it is not 
possible to conjecture. It should be long even if the mercantile and banking 
community saw that silver was being steadily maintained at the prescribed 
ratio, while any indication of unsteadiness would greatly prolong the period 
by gi ving foundation for doubt. If the doubt should happen to be justified 
bv the results, the position woyld be disastrous alike to the Stab 1 , to individuals, 
and to trade generally. The exchange value of the rupee having risen 
suddenly, without any intermediate steps, from \Qd. to some higher iigme, it 
wonld fall quite as suddenly to a point far lower than its present level, probably 
to 9a?., or even lower. Such a fall would, apart from other disastrous results, 
necessitate the imposition of additional taxation to the extent of many crores. 

0 . We may here remind Your Lordship that such an agreement as is 
proposed is an infinitely more serious question for India than for either of the 
other two countries ; for it seems clear that practically the whole risk of dis¬ 
aster from failure would fall on India alone. What would happen in each of 
the three countries if the agreement broke down and came to an end? France 
possesses a large stock of gold and the United States are at present in much 
the same situation as France though the stock of that metal is not so large. 
It may be admitted that if no precautions were taken these gold reserves 
might disappear under the operation of the agreement, and in that case if tha 
experiment ultimately failed, the two countries concerned would Buffer great 
loss.. But it is inconceivable that precautions would not be taken, at all 
events so soon as the danger of the depletion of the gold reserves manifested 
itself, and thei’efore it is probable that no particular change would take place 
in the monetary system of France or the United States, the only effect of the 
agreement being a coinage of silver which wonld terminate with the termina¬ 
tion of the agreement, Thus the whole cost of the'failure/ if the experiment 
should fail, would be borne by India. Here the rupee would rise with great 


swiftness, it would keep steady Tor a time, and then, when the collapse 
it would fall headlong. What course could we then adopt to prevent the 
fluctuation of the exchange value of our standard of value with the fluctuations 
La the price of silver ? We do not think that any remedy would be open to 
VB for if the Indian mints were re-opened to silver now, »t would, w orn 
opinion, be practically impossible for the Government of India ever to close 
them again; and even if they were closed it wottld only be affcet very laige 
additions had been made to the amount of silver in circulation. 

7 . There is another important consideration in which India is affected in a 
manner different from France and the United States. 1 he etlech of the 
scheme will probably be an increase in gold prices (that is, m the prices cur¬ 
rent in France and in the United States) and a, fall in silver puces (that win 
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the prices cuvrenv i« India). This is not the place in which to diacusa the 
economic effects of a rise or a fall in prices, a matter in respect of which that 
may be difference of opinion. But we presume that h rauee and the United 
States contemplate with equanimity the possib.e effects ( of the change of 
prioes upon their trade and production generally, while it is manifestly lmpoa- 
sible for us, affected as we are in the opposite direction, to take the same view. 

8. Moreover, it seems to us somewhat unfair to expect that India shot-id , 
after its struggles and difficulties of the last decade, consider itself on the same 
plane in the discussion of these projects, as France and the United Slates. 
India has since 1H9H passed through a period of serious tension am) embar¬ 
rassment alike to trade and to the Government. M e are satisfied that, great 
m bave been tlu> troubles which have attended this period or tianeition, the 
attainment in (he end of the paramount object of stability in exchange is worth 
more than all the sacrifices made. We believe that our difficulties are now 
nearly over and that we shall in the near future succeed in establishing a 
stable exchange at \U. the rupee by continuing the policy initiated in lb»d. 

9 The United Stales are possibly, in part at least, inspired, in making 
these proposal by the idea that they may have before them some of the 
difficulties and dangers which we have experienced. Me need not say teat 
if dur way was clear before us, the consideration that another and a inend ly 
nation would derive benefit from the course adopted by us, would present 
itself to our minds as a good reason for the adoption of a course of action 
wb oh would have that rew't. But the case is quite different when, on the 
eve of emerging with success, by our own unaicb-d efforts, from the monetary 
disturbances of the lust twenty years, we are asked, in view of the benefit to 
other nations, to throw away the advantages we have gained and plunge into 
anew period of struggle affd change. Only the most absolute certainty of 
early and permanent success would warrant our acceptance ot such a position. 
We cannot help seeing that if the policy of W93 is. now abandoned, and if 
the triple union now proposed as a substitute should lad in its operation or 
should terminate, and in its failure subject Indian trade to■ the ■vudent shoofcs 
we have described, the Govemmeut of India could not, as a iesPon.-r.ilo 
Government, call upon tbs commercial public to face another prolonged period 
Of doubt, suspense, agitation, and difficulties. For it must be clearly and 
fully recognised that if India joins in the proposed measures, we shall be Jett 
dependent’ as the sole means of attaining stability m exchange, on the success 
of J,hose measures, and that if they should fail, India must be content to 
remain permanently under the silver standard with all its admitted disadvan¬ 
tages. 


' TO, If then there is any reasonable doubt of the success of the suggested 
treasures, we are of opinion that we ought to refuse to co-operate and should 
maintain oar freedom to watch the course of events and take such action from 
time to time as these may render expedient, A possibility or even a pro¬ 
bability that the efforts of France and the United States might meet with 
.success would not be enough to justify us in parting with our freedom or 
doing anything to farther an' experiment which, if it fails, will entail conse¬ 
quences- to the trade and finances of India which must be described, without 
any exaggeration, as disastrous. 

!1. We have given very careful consideration to the question whether 
France and the United States are likely, with the help-of India, to be able to 
maintain the relative value of gold and silver permanently at the ratio they 
intend to adopt, and have come to the conclusion that while we admit a pos¬ 
sibility of the arrangements propbsed resulting iu the permanent maintenance 
of the value of gold and silver at the ratio ot 15| to 1, the probability is that 
they will fail to secure that result; and (hut it is quite impossible "to hold that 
there is anything approaching a practical certainty of their doing so. 

12. One reason for this conclusion is that the arrangement would rest on 
too narrow a basis. A union consisting of two countries, with a third lending 
assistance, is a very different thing from the general international union of 
all or most of the important countries of the world, which was advocated by 
the Government of India in the despatches of March aud June 1892 and of 
February and September 1886. 

16. To afford a hope that a monetary union will succeed in establishing 
stability in the relative value of gold and silver, it is essential that the nations 
adhering to it should he of such number and importance that the metallic 
currency of the whole body sha’l be of sufficient extent to allow ot the exercise 
of adequate influence on the value of the two metals. We doubt whether any 
two or even three nations in the world, unless indeed one of them was Great 
Britain, could comply with this condition, and we have no hesitation it: saying 
that France and the United States and India certainly could not. The 
intended ratio assigns to coined silver a much higher value than the present 
market value of silver; aud the market value could only be raised by trans¬ 
ferring the demand for coinage from gold to silver. But France, the United 
States, and India all possess a very large stock of silver coin, and it is doubt¬ 
ful whether there is much room in them for a large increase in the silver 
Coinage except by tlio displacement in France and the United States of the 
existing gold coins. It is quite possible that the whole of the gold coinage 
of both Franca and the United States might disappear and be replaced by 
silver coins before the market value of silver was raised to the intended ratio 
with gold. Whether the Governments of .those countries will allow a total 
displacement of their gold by silver coins and the possible export from the 
country of the entire stock of gold is, as we explain in paragraphs 6 and 17 of 
this despatch, open to more than doubt: and in so far as either enforces mea¬ 
sures to prevent gold from being exported, the power of the union, and pos¬ 
sibly also-its desire, to effect its object will be diminished. 

II. A further doubt occurs to us in the possibility that either France or 
the United States may, for .reasons which will suggest themselves to Your 
Lordship, be reduced for a time to a paper currency. In that case the agree¬ 
ment would cease to operate for an indefinite period under the stress of cir¬ 
cumstances, This possibility, though of no importance ia the case of a union 


comprising all the important countries of the world, cannot be disregarded 
when two or three countries only form the union. 

15. Another important source of doubt lies in the consideration that a 
three-sided agreement is open to much greater risk of termination by the 
action of one or two of the parties than a many-sided agreement such as the 
Government of India advocated before 1895. In the latter all the commer¬ 
cial countries would be in the union and all would be in an equal position ; 
there would be no ground for supposing that the operation of the agreement 
benefited one country at the expense of another. There would therefore be no 
substantial inducement for withdrawal from the regime adopted by common 
consent; the union might for practical purposes continue to subsist and to pro¬ 
duce its effect even after the dissenting country had withdrawn. On the 
other Land, in a three-sided 'agreement such as is now proposed, France, for 
instance, might any day find some reason for thinking that Germany was 
ohtaning some advantage at her expense in consequence of the great, difference 
iu the standard of value, or in the same way the United States might suppose 
that Canada wa 3 obtaning an advantage; and thereupon discussions might 
ensue as to the expediency of terminating the agreement which would have 
only a less serious effect than its actual termination. 

16. We cannot overlook the fact that the proposals now before us come 
from two great powers whose policy is under existing circumstances peculiarly 
liable to be affected by considerations of this kind. The frequent changes of 
Ministry in France cannot but result in a feeling of uncertainty ; while the 
recent history of the Presidential Election in the United States shows how 
readily fiscal arrangements may be made part of a party programme and 
their continuance may depend on the chances of a party triumph. 

17. Another reason for anticipating that the proposed agreement is not 
likely to succeed will be found in the considerations mentioned in paragraph 6 
regarding the improbability of France and the United States allowing their 
gold reserve to disappear. Wo attach great importance to these considera¬ 
tions because we are convinced that they vitally affect the prospects of any 
agreement being successfully carried out. With the precautions to which 
we have referred the experiment might be continued, for the risk to the two 
nations would be very small. But without these precautions or if they 
proved to be inadequate for their purpose, i <?., the retention of a sufficient 
stock of gold, we believe the inducement to abandon the experiment would li¬ 
vely strong, and if even one country adopted that course it would be impossi¬ 
ble to prevent the whole agreement breaking down. 

18. For these reasons alone, without taking into consideration the objec¬ 
tions based on the particular ratio proposed, which we shall separately discuss, 
we have no hesitation in recommending Your Lordship to refuse to give the 
undertaking desired by the Governments of France and the United States. 
We are quite clearly of opinion that the interests of India demand that her 
mints shall not be opened as part of an arrangement to which two or three 
countries only are parties, and which does not iuelude Great Britain, 

19. We note that the proposals of the Governments of Franco and the 
United States are subject to the proviso that they are satisfied that they will 
receive assistance from other Powers in increasing the demand for silver,, We 
believe that a limited increase of the quantity of silver used as currency will 
exercise & very trifling influence, if any, in raising the gold price of silver, 
and that the only assistance from other Powers which can be of any real value 



would 1)0 the addition of other countries to the himetallic union of Franca and 
the United Stales. IP, however, assurances of really substantial co-operation 
should he secured from other countries, we shall be glad to learn the exact, 
nature <»£ the assurances, and we shall then consider whether the promised co¬ 
operation changes the conditions of the problem or adds materially to the 
chances of success. 

20. We believe, however, that whatever inducements are held out to us 
by other nations, oar best policy in monetary matters is to link our system 
with that of'Great Britain. Our commercial connexions with that country 
are far more important than those with all the rest of the world put together, 
and more than a sixth part of our expenditure is incurred in that country, and 
measured in its currency. The advantages, which in this respect we gain by 
following the Igad of Great Britain, are not obtained, or not fully obtained, if 
we become members of a monetary union in which Great Britain takes no 
part. And, indeed, as we have already explained, we have little hope of an 
efficient union being formed unless Great Britain is a member. Vie think it a 
reasonable position for us to take with regard to the present proposals by 
France and the United States, that we should say that the Government of 
India strove long and earnestly to further the formation of an International 
Union : that when they saw that the opposition of England rendered impossi¬ 
ble the attainment of that object within any measurable time, they tempo, 
rarily abandoned their efforts in that direction and decided, as the least hr•ju¬ 
dicial of the courses open to them, to throw in their lot with Great Britain 
and to adopt the gold standard : that, as it appears improbable that an effective 
union will be formed without the adhesion of Great Britain, and as the 
measures adopted to introduce a gold standard in India are now approaching 
final success, they consider that it will be wisest to adhere to the course 
adopted in 1893 until Great Britain is prepared to join in international bime¬ 
tallism ; and that they therefore wish to adhere to the same monetary standard 
as Great Britain, with which nation they are most closely linked both in 
respect of their commercial relations and in all other respects, and to refrain 
from becoming a party to arrangements with other nations in which Groat 
Britain sees ample reason for refusing to join. 

21. So far, the arguments we have offered, in discussing the, chances of 
success or failure of the arrangement, have been independent of consideration 
of the precise ratio proposed by Franco and United States. We have objected 
to the arrangement on grounds which apply to it whatever be the ratio 
adopted, but we must add that our objections are greatly strengthened by the 
fact that so high a ratio is proposed as dft<\ to 1. It seems to us that the 
difficulty of making the arrangement effective will be immensely increased by 
the adoption of a ratio differing so widely from the present market ratio. 
Indeed, even if it could be maintained successfully, we should object to that 
ratio in the interests of India, and we recommend that Your Lordship 
should, on behalf of India, decline to participate iu or do anything to encoui. 
age the formation of a union based on that ratio, 

22. We have said in paragraph 5 that the first result of the proposed 
arrangement would be an immediate disturbance of trade and industry by the 
advance of the exchange value of the rupee, which will be very intense if the 
rise is from between 15 and 16 pence to about 23 pence. There is no doubt 
that the effect would be to throw some blanches of the. export trade of India 
and the industries connected therewith (the planting industries for example 
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in which a large amount of European ’capital has been embarked)' into the 
mpst depressed condition for some time at least. The period of depression 
might be long or comparatively short, though there are authorities who are 
inclined to attribute a permanently disastrous effect to such a large and 
sadden rise in exchange and to apprehend that Indian commerce might be 
utterly shaken by the change. 

In any case, we are of opinion that the true interests of India demand 
that any measures for attaining stability in the rato of exchange between gold 
and silver should be based upon a rate not greatly differing from 16//. the 
rupee, and that any measure which would raise the rupee materially higher 
than that level involves greet dangers for which we see no adequate compensa¬ 
tions. Your Lordship will observe that we attach no special importance to the 
advantages to be derived from the proposed considerable rise, in exchange, 
mentioned in paragraph 5 of your despatch, and consider them to be far out¬ 
weighed by the resulting evils, 

£8. Pressed as we have been for many years by the difficulty of finding 
the continually increasing number of rupees requisite to discharge out sterling 
liabilities, we are apt to look too exclusively at the effect which a rise of 
exchange would have in diminishing the burden of that demand upon us. 
"We do not deny that a large surplus of revenue will arise from so great an 
improvement in exchange; but it is not to be forgotten that there are many 
respects in which our revenue account must directly suffer by a rise in the 
exchange value of the rupee, and that these considerations ought to greatly 
influence our estimate of the benefit to our revenue account which is almost the 
sole advantage which, as a Government, we can expect to. obtain from the 
proposed measures. 

The anticipated fall in prices is one that will adversely affect both our 
revenues and the general condition of the agricultural classes in the country. 
To take the case of our Land Revenue, a very large portion of the country has 
passed under Land Revenue Settlement during the last ten or fifteen years. 
One of the factors in fixing the demand of the Government for revenue is the 
price of agricultural produce ; if that price falls away, the heavier the demand 
becomes, and if it falls away materially the relation between the price that 
the ryot can obtain for his produce and the assessment he has to meet may be 
so seriously altered as to affect the agricultural prosperity of large tracts oE 
country. The work of re-settlement is a tedious one, it cannot be effected in 
all probability for some years, and when it is effected it will pro tanto dissipate 
much of the advantage which the rise of exchange would bring to the Govern¬ 
ment account. 

So, also, as regards our Railway Revenues, which are now so important a 
portion of our income. They are in part directly dependent upon the activity 
of the export trade, and & blow struck at that trade will be felt by ns imme¬ 
diately and directly through our railway account. 

24, For these reasons therefore, in addition to those set forth in the 
earlier portion of this despatch, we recommend that the reply to the request 
of the Governments of France and the United States should be in the 
negative. We presume that a union based upon a ratio low enough to suit 
our interests would be unacceptable to France and the United States. 

25. With reference to paragraph 6 of Your Lordship's despatch, we 
invite attention to the description of, the present currency system of India 



given in paragraph 2 above. There appears to be some misapprehension in the 
comparison drawn between the arrangement proposed by the United States 
and France and the “ present system y> in India. The present system is of 
course open to the objection that it is. one of artificial restriction, but it is 
essential to bear in mind that it is not a permanent system or indeed a system 
at all. We are in a transition period, moving from one system to another, 
and the present artificial restriction is merely a temporary expedient which 
has for its sole object the acceleration of the movement, and which will cease 
to exist with the completion of the movement. Thereafter the expansion and 
contraction of the currency will be left to the natural forces of the market, 
that is, it will be regulated automatically by the inflow and outflow of gold, 

26. It is true that the system will be open to the other objection stated 
in paragraph 6 of the despatch, that the rupee will continue to remain at a 
value above its metallic value, but—as was pointed out by Lord Hersehell’s 
Committee—this is an objection which has not made itself seriously felt in 
the other countries, including France and the United States, in which an 
analogous system has been in operation for many years. It is not likely that 
the objection will make itself seriously felt in India when the gold standard 
has been effectively introduced. 

27. The question really is not one of comparison, as put by Your Lord- 
ship, between the present temporary expedient in India and the arrangement 
proposed, hut between a gold standard and the proposed arrangement, which 
involves the abandonment of the policy of a gold standard, adopted in 1396, 
in favonr of reversion to the policy of a silver standard, 

28. In paragraph 9 of the despatch, Your Lordship reminds us that “ in 
1892 the policy of closing the mints was only reoommended ” by Lord 
Lansdowne’s Government “ on the ground that an international arrangement, 
similar to that which is now contemplated, was not then obtainable,” and we 
are asked to sa.y whether we see any reason to modify the views expressed in 
that sense in the despatches No. 68 of March 23 and No. 160 of June 21, 
1892. 

In reply we have first to point out that the international arrangement 
which Lord Lansdowne’s Government contemplated is very far from being 
similar to that which is now proposed. The proposal now under consideration 
is for a union of two countries only, with some assistance from a third : the 
international arrangement contemplated iu 1892 was a general bimetallic 
union of all important nations, or, to use the words of the despatch No. 277 
of September 4>, 1886, which is referred to in paragraph 2 of the despatch of 
June 21, 1892, as expressing the views held by Lord Lansdowtie’s Govern* 
meat, a an international agreement for the free coinage of silver and the 
making of both gold and silver coin a legal tei der at a fixed ratio by a group 
of nations possessed of a metallic currency of sufficient extent to maintain 
that ratio permanently,” We have already stated our opinion that the 
agreement now proposed does not fulfil the last named essential condition. 

Seoondly, circumstances have essentially altered since 1892. Despairing 
of securing the adoption of any of the measures which they had persistently 
urged, the Government of Iudia decided to attempt the establishment of a 
gold standard and, as the first step, closed the mints to the coinage of silver 
tendered by the public. If the proposals now made had been made in 1892 
or at any time before June 1898, it is conceivable that the Government of 
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India of that time would have welcomed them as Containing a possibility of 
securing the objects they desired., and would, in order to secure their adoption, 
have agreed to postpone the closing of the mints and to keep them open for a 
period sufficient to allow a full trial to the measures of Prance and the United 
States, say for live years. But our position is now very different, 'the 
experience of the last three or four years has cleared up many doubts which 
were present to our predecessors* minds in 1893, and it has taught us that the 
course we actually adopted in 1893 really had in it better chances of success 
than the alternative of a partial international agreement. To agree not to 
close mints, still open, for a definite time, and to agree to reopen closed minis, 
are two very different things. The former course would have been justifiable 
if the measures proposed were such as to afford a reasonable expectation of 
seeming the main object of the Government of India, namely, stability in the 
fate of exchange. The latter is entirely unjustifiable, unless the measure 
afford a practical certainty of securing that object. 

29. The con ditions under which we have bad to reply to Your Lordship & 
despatch preclude our consulting the commercial and banking communities in 
this country, although the subject is one in which they are, as we have 
explained, most closely interested. It was only after prolonged pul lie 
discussion, and after a formal examination by a Committee of experts, that the 
policy of 1893 was adopted ; and if we thought it our duty to advocate a 
change in that policy instead of to set out the strong objections which we see 
to its abandonment, we would, nevertheless, strongly deprecate any steps of 
the kind being taken without the fullest preliminary Consideration on the part 
of the banking and commercial bodies in this country, 

30. To sum up, our reply to Your Lovdsbip*s reference is a strong recom¬ 
mendation that y0 should decline to give the undertaking desired by trance 
and the United States, Our unanimous and decided opinion is that, it would 
be most unwise to reopen the mints as part of the proposed arrangements, 
specially at a time when we are to all appearance approaching he attainment 
of stability in exchange by the operation of our own isolated and independent 
action. 



LYII. 

Notification by the Government of India, Finance and Commerce 
Department, No. 4071, dated 11th September 1897. 

In continuation of the Notifications No. 2.683, No. 2663, and No. 2664, 
dated June 26th, 1893, the Governor General in Council hereby notifies for 
public information that, from and after the date of this Notification, sover¬ 
eigns and half -sovereigns of current weight coined at any authorised Royal 
Mint in England or Australia will he received at the Reserve Treasuries at 
Calcutta, Madras and Bombay, and rupees nil! be. issued in exchange there¬ 
for, the sovereign and half-sovereign being taken as the equivalent of fifteen 
rupees and of seven rupees eight annas respectively, 



LVIII. 

Despatch to Secretary of State, No. 70, dated the 3rd March 

1808. 

During the period which has elapsed since we wrote our despatch of 
September 16, 1897, No. si61, our attention has been drawn by circum¬ 
stances to the pressing necessity of taking active measures to secure the 
stability of exchange which Was 1 the main object of the policy adopted in June 
1803. 

2. Our experience since 1893 bae put beyond doubt one of the main 
principles upon which the legislation of that year was based,-—a principle 
which was challenged at the time,—namely, that a contraction in the volume 
of our silver currency, with reference to the demands of trade, has the direct 
effect of raising its exchangeable value in relation to gold. Before 1893, 
while the mints were yet open, the value of the rupee as measured in gold 
continually deolined with the decline in the value of silver; but since 1898, 
although the value of silver as a metal has continued, speaking generally, to 
decrease, the decrease in the value of the rupee has been arrested. The main 
difference in tho conditions of the two periods was that before 1893 the 
amount, of coin its circulation was allowed to increase automatically so as to 
be sufficient to meet tho demands of trade at its reduced value, while since 
1893, this automatic increase being stopped, the value of the rupee has been 
determined rather by the amount of coinage in circulation than by its 
intrinsic worth. We are justified incoming to the conclusion that if the 
measures taken in 1893 bad been taken at an earlier date, and the increase 
which took place in the amount of coin in circulation for some years before 
1838 had been prevented, the rupee would never have fallen so iow in value 
as sixteen pence. It would follow from this that if we could now restore 
the circulation to the condition in which it was a few years before 1H03 and 
could iu some way reverse the increase of circulation which has intermediately 
takeu place, we should effect the object of raising the value to at least sixteen 
pence. 

8. The scheme of 1898 did actually contemplate, as we shall presently 
show, this reversal of the increase of circulation effected during the years 
immediately preceding, but so far as it has hitherto been carried into effect, it 
has merely stopped farther increase. The average annual addition to the 
currency when the mints were open was aboat seven erores, of which, how¬ 
ever, a part only, perhaps half, was a permanent addition, an amount 
equivalent to the remainder being removed from the circulation principally 
for the purpose of conversion into silver ornaments. It was hoped that the 
stoppage of an annual addition of this magnitude to tho rupee currency and 
the gradual contraction of the currency which always occurs under the opera¬ 
tion of ordinary causes, such as the withdrawal of coins reduced below the 
current weight by wear and tear and the loss or disappearance from circula¬ 
tion of coins, would, in the presence of the increasing demands of a continually 
expanding trade, suffice within a limited time to remove the effect of such 
increase of coinage as had taken place within a few years immediately preced¬ 
ing 1893, and thus restore the exchange value of the rupee to sixteen pence. 


4. It was supposed at first that the process would not be unduly 
prolonged ; but experience soon indicated that the amount of: coin to be with- 
drawn before a rate of sixteen penoe coaid be made operative -was very large 
indeed. The suspension of the Secretary of State’s drawing's in 1898*94 and 
the consequent withdrawal of about 10 or 11 crores from the circulation 
proved insufficient even in the busy season to maintain the rupee at an 
exchange rate of It soon became evident also that ' new influences of 

an adverse nature had been called into piny, and that the process of raising the 
rupee to the desired exchange value might be prolonged, and might be accom¬ 
panied by fluctuations which, though not nearly approaching those of the 
past, were yet; sufficiently large to cause, great inconvenience both to the 
public in carrying out the operations of trade and to us in the management of 
the Government finances. Immediately after the closure of the mints, there 
was a considerable importation of rupees into India from other countries in 
which they circulated, though this continued for only a few months, and on 
the whole*there has been, since October 1893, a net exportation of rupees 
from India, amounting, in the case of exportation by sea alone, to a sum in 
osoess of: two ©fores. There was probably also a return of rupees trom hoards 
into circulation under the influence of the relative cheapness of silver. 
Speculative influences were also largely brought into operation, reports as to 
the intended re-opening of the mints being industriously circulated. Later, 
when the effect of these influences had been dissipated, and the exchange 
value of the rupee began to rise towards the level of sixteen pence, another 
adverse influence arose—the outcome of want ot confidence on the part of the 
public in the future of exchange—in the desire of persons in England to 
convert their Indian investments (in rupee paper and otherwise) into a 
sterling form, and of persons in India to remit their savings and profits aud 
even their investments to England while they could do so at a rate of exohange 
which they were led to believe could not be maintained. Tire exchange 
market has been greatly affected by remittances of these descriptions. 

5. It is, now, therefore, clear that in June 1893 the volume of the 
currency was greater than was consistent with the immediate establishment, 
of a rate of exchangd’of l*. id. the rupee ; and it will be borne in mind that, 
even after the mints were closed, a further increase was made by the accept¬ 
ance aud coinage of the silver 'of the Exchange Banks which was in transit. 
This cause of difficulty however diminishes, under the operation of the causes 
mentioned in paragraph 3, every year during which the mint® remain closed ; 
and it is certain that we are now much nearer a volume of currency consistent 
with the rate named than we were in 1893, 

6 But our progress towards that rate has been greatly affected by the 
entirely abnormal state of trade during the last year. The exchange value of 
the rupee almost touched sixteen pence in the cold weather of 1896-97, and 
if trade had been normal instead of being injuriously restricted by the effects 
of plague and famine, it is possible that it would have been maintained 
throughout the year at a rate more or less approximating to that level. 

7. The fact that exchange attained so high a rate as that which has 
prevailed since December last, immediately upon the setting in of more 
normal conditions of trade as soon as the famine came to an end, seems to us 
etill farther to indicate that, apart Torn the adverse circumstances which we 
have specified, the tendency of the exchange value of the rupee is to rise 
under the influence of the causes specified in paragraph 3 of this despatch; 


and. though the rupee has recently somewhat fallen, we believe that this is 
in some measure due to the continuance of the plague in Bombay, which is 
undoubtedly affecting ad Tersely the trade' of that port. In our opinion, there¬ 
fore, there is some reason to think that, if we could only pass that stage of. 
distrust which appears the moment exchange approximates to sixteen pence, to 
bring into operation influences which interfere with the actual realisation of 
that rate, we might expect it, under normal conditions of trade, to attain the 
level at which gold would be tendered under our notification of Juno 28, 
1893, and the Introduction of the gold standard would become practicable. 

8, It is, no doubt, possible that gold may be tendered in the early future, 
though the course of erects during the month of January, and since the 
passing of Act It of 1898 (amending the Indian Paper Currency Act), leads us 
lo think that it is not very probable. In any case, it is extremely unlikely to be 
presented in such quantity as to lead automatically to an accumulation of gold, 
sufficient for a reserve; and, under these circumstances, we believe that it will 
be wiser not to pursue a course of inaction which may be prolonged indefin¬ 
ite'y, and that it is desirable in the interests of the State and of the mercan¬ 
tile community to terminate the period of transition without further delay. 
To the State it is really cheaper in the end to acquire a reserve of gold by 
borrowing, and thus keep the exchange value of the rupee at a steady level ok 
sixteen pence, than to bear for years the burden of expenditure entailed by the 
lower level of the rupee in the discharge of our sterling liabilities in London, 
in the issue of the pay of the British Army in India (that being fixed in 
sterling), and in the payment of exchange compinsation allowances. To the 


mercantile community we are under some 


obligation 


to effect the prompt 
establishment of that fixity of exchange which was the main reason for the 
closure of the mints in 1893, It. is not desirable that their legitimate busi¬ 
ness transactions should be hampered and embarrassed by the uncertainty of 
exchange, nor is it good for the country that the want of confidence in the 
stability of the rupee should discourage the investment of capital in India, 
while all available capital is remitted to England whenever the exchange 
value of the, rupee rises to a high level. A prolongation of the period of 
transition may also be accompanied by recurring periods of stringent*}’ in the 
money market, and by inducements to speculate in exchange operations to the 
injury of legitimate trade. For these and other reasons, and in view of the 
length to which the transition period of our currency policy lias already 
extended, we arc of opinion that we ought not to wait longer for the attain¬ 
ment of our object by the gradual operation of the causes described, however 
certain we may be thut they would in the end produce tbe desired result; and 
that we ought at once to take active steps to secure the early establishment 
of a gold standard and a stable exchange. 

{>, Qur first endeavour should he the accumulation of that reserve of 
gold which, as was pointed out by Lords Fairer and Welly in their minute 
appended to the Report of the 1893 Commission, is a necessary preliminary 
to a gold standard, They thought it possible that this reserve might be 
automatically attained ; but of this we have little hope without, longer waiting 
than we consider advisable. We know now that one of the main reasons of 
this failure is that our rupee circulation had before the closing of the mints 
been increased to such an extent that, it fully, and more than fully, supplied 
all the demands of trade, and allowed no room for any further addition in the 
form of gold. We consider therefore’ that the remedy for this state of things 



is to remove from circulation as money, so much of the increases which were 
made c.o the circulating medium immediately before 1893 as we may Bud to 
be redundant. The necessary condition of a fixed rate of exchange between 
two countries is that, when the currency of one of them becomes redundant 
as compared with that of the other, the redundancy may be relievd by the 
withdrawal, for a time, of the excess coin, and we wish therefore to reach the 
condition in which our circulating medium (using that term in its widest 
sense, as embracing not only active circulation from hand to hand, but. the 
inactive reserves of Banks and of the Treasury and the like) is not composed 
wholly of silver coin which has no equal value outside the country, but con¬ 
tains also a margin of gold which is capable of being used elsewhere as coin, 
and will therefore in natural course flow to where it is most wanted. Our 
total rupee currency is estimated to be at present somewhere about 120 crores, 
to which we'have to add 10 crores of fiduciary circulation of currency notes.. 
This amount may therefore be said to have been ascertained by experience to 
be much more than is consistent with a maintenance of a rate of sixteen pence 
in the season of inactive trade and to be a little more than is consistent with 
that rate at the time of active trade. 

10. It is impossible with any exactness to say, and it can only he ascer¬ 

tained by aronal experience, by how much this rupee circulation has to be 
decreased ivi order to remove its redundancy. (Ft must be remembered that 
redundancy is a relative term ; what is sufficient for a rate of exchange of i4d, 
the rupee is necessarily redundant for a rate of 16^ We use the term in this 
despatch with reference to a rate of 1 Qd. the rupee.) But some considerations 
point to the amount being within quite manageable limits. For example, 
there are S4. crores, more or less, of currency notes in circulation including 
the amounts held in our own treasuries. If we could imagine that amount of 
circulation, at present existing in the form of currency notes, suddenly con¬ 
verted into in gold, it seems impossible that Indian trude should 

be able to get cm without having part at least of that amount hold in actual 
circulation ; in other words, it would not he possible for the amount of gold 
coin to be remitted out of the country without the value of the rupee being 
forced up to a point which would arrest the stream of export. If this is the 
case, 24 crores of rupees is the outside limit of the amount which it, might be 
necessary to convert into gold coin, in order to introduce a stable exchange of 
18g. accompanied by an actual (active of inactive) circulation of gold at that 
comparative value j and it is more than probable that the amount required 
may really fall far short of this. 

11. The mere reduction of circulation might be carried out in the same 
way in which it was effected in 1,893, namely, by abstaining from drawing 
Council Bills, until we have an accumulation of, say, twenty crores in excess 
of our ordinary balances. But this procedure would be both costly and, as we 
believe, ineffective; in the first place the permanent locking-up of twenty 
orores of rupees would cost as in the interest on that amount, or on the 
amount of gold borrowed in England during the suspension of drawings, and 
iu the second place the existence of this accumulation of silver coin would be 
a perpetual menace to the exchange market, and would entirely prevent any 
confidence in the future of the rupee. We must hot only withdraw the 
amount from circulation, but we must show by the method we auopt that our 
intention is that it should cease to exist in the form of coin, and that its place, 
as coin, is to be 


taken by 


gold. 


Our proposal is therefore to melt down 
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existing rupees, having first provided a jtweive of gold both for the practical 
purpose of taking* the place of the silver, ami in order to establish confidence 
in the issue of our measures. 

1*2. With reference to the proposal ~to melt down rupees, we desire to 
invite Your Lordship's attention, to the fact that an actual reduction of Hie 
silver currency was an integral part of the proposals made by the Government 
of India in their Despatch No, 160 of June 21, 1892, as will be seen by a 
reference to paragraphs lU and (2. of the minute of the same date which 
sketched the method which the Government proposed to adopt for the intro¬ 
duction c*f a gold standard in India, Those proposals were ultimately adopted, 
and the first step to give effect to thgra was the passing of Act VIII of 1803 
closing* the mints. Just before he quitted office as Financial Member of 
Council. Sir 1). Barbour very strongly urged the adoption of this measure in 
paragraphs 13 and 14 of his minute of October 16, 1893, which formed an 
enclosure of Despatch No. 357 of November i, 1893. The Government of 
India again urged the same measure in t he telegram of December 80, 1893, 
It will thus be seen that this proposal is no new thing*, but is one which has 
from the first been advocated by the Government of India. 

18. The annual consumption of silver in India may be put down at about 
Kx, 6,000,000 worth. The actual figures of recent years are as follows;— 
Value of net import of silver. Ex, 

1894 - 95 ........ 6 , 329,200 

1895 - 96 ........ 6 , 582,200 

1896 - 97 .. . 5 , 586,000 

1897- 88 {nine months only) ..... 5,472,300 

We ought to be able to supply nearly the whole of this market, our 
rupee standard (*916} being good enough for most of the purposes for which 
silver is imported into India, and thus in a single year we might calculate upon 
disposing in this way of ten crores of rupees of coined silver, being the equiva¬ 
lent of the above value, and reducing by this amount the actual rupee circula¬ 
tion of India. As bearing on the question of our finding a market for the 
bullion obtained by melting rupees, we may mention that nearly the whole of 
the silver consumption in India before 1898 was supplied by melting down 
our rupees, the amount of line silver passing direo-t into consumption being 
comparatively small. 

14. We do not regard this measure as having any important permanent 
effect on the silver market, even if we were under any obligation to give 
weight to such considerations. The annual production of silver is valued at 
£18,000.000, while our sales would be limited to six orores worth, or say 
£1,000,000 a year, and would probably last over only a year or two, 

15. We may observe that our proposed selling of silver in addition to its 
direct effect on the rate of exchange would also have a not, unimportant 
indirect effect, inasmuch as the operation would meet the demand for silver in 
India, and thus increase for the time the balance of trade that has to be 
discharged by Council Bill remittances. 

16. Our first step, however, is, as already indicated, to obtain a reserve cf 
actual gold coin, and this we can only do by borrowing in England. Out* pro¬ 
posal is that Her Majesty's Government should move Parliament to pass. n Act 
giving the Secretary of State power to borrow up to a maximum of £20,000,000 
for the purpose of establishing* a gold standard in India. It is possible that the 


whole of fcliis amount may not be required, but we believe that the possession 
of the power to posh our efforts in the direction we indicate until our object is 
attained, will greatly enhance the effect of oar first more limited operations. 
The amount which .may actually be required in order to establish exchange 
steadily at the level of U. U. the rupee, can, as we have already said only be 
determined by experience, and we have named as the maximum to which 
borrowing power should be taken, an amount which, wo may take it, is 
certainly sufficient, and the interest on which the revenues ot India can attora 
to pay. We think it most desirable that the maximum should be so fixed as to 
avoid any risk of having to move Parliament a second time for further borrow¬ 
ing powers ; and the Act should provide that the borrowing^ snail beun such 
instalments as may be deemed desirable by the Secretary of State, and should 
require the Secretary of State to ship to India immediately in sovereigns the 
amounts borrowed under tbe powers* 

17. It will be desirable to keep the powers under the proposed Act 
distinct from the Secretary of State's general borrowing powers ; and the 
operations under them should be kept distinct from those under the ordinary 
borrowing powers and during the continuance of the transactions, held in 
separate account. 

18. We recommend that, as soon as the Statute is passed, lour Xioui- 
sbip should at once borrow and ship to India £5,000,000 in gold. Ihe 
sovereigns would be placed by us in our Reserve Treasuries, and held reauy 
for such use as events may show to be expedient. 

19. The first use to which this gold would he put would be 1o supply the 
deficiency in our balances caused by the sale of silver. We may reckon that 
our sale of ten crores of coined rupees would return to our treasuries only 
Ex. 6,000,000 and the balance of Ex. 4,000,000 would have to bo made up 
out of the gold we have in hand, and would absorb about £2,/00,000 of it. 
Tbe result of the first year's operations would therefore be, omitting 
altogether any effect it might have in diverting gold towards India in ordinary 
course of commerce (that is, under conditions the same as those now existing) 
that Rx. 6,000,000 of existing rupee currency would be taken out of public 
use and paid over into our treasuries instead of being returned into the 
circulation in payment to tbe importers of silver ; and that a further sum of 
Ex. 4,000,009 would cease to exist as coin forming portion of our balances, 
being replaced therein by £2,700,001) held in gold, 

20. Suppose the operation to be repeated a second year; the amount of 
current circulation available for trade purposes would be reduced by 
Rx. 12,000,000, and the amount of coined rupees in our possession, changed 
into the form of gold, would be £5,800,000, giving a total reduction of silver 
rupee currency of twenty crores. But the considerations we have above 
stated indicate that before this point is reached, the exchange rate would have 
attained the level of 16 pence, or even higher, .and sovereigns would have 
flowed into the country to fill up the deficiency of current circulation outside 
our own balances, caused by the withdrawal of silver coin. It is not ous 
intention to part with any of the gold in our possession until this condition of 
things is reached, and as we can, under the law, always pass it into the 
currency reserve, wo shall find no difficulty in retaining it. 

21. When we have reached the stage in question, the sovereign will be a 
recognized coin of the Empire, in use in its chief cities at least, and as long as 
this condition can be maintained, the exchange will be stable at about 16r/. 


Ve always have it in our power to carry the operation even further by with¬ 
draw hi g a still larger quantity of eilvor and replacing it by gold coin; and we 
rf cognize that eircumgtinees may arise in which-suds a measure may be forced 
upon us. Bat our present intention is rather to trust to the automatic opera- 
tiomi of trade. The amount of coir, required for the needs of commerce 
increases every year; and as we permit ho increase in the amount of silver 
coin, we may reasonably expect that the effect of the increasing demand for 
corn will be ho raise exchange to a point at which gold will flow into the country, 
and remain in the circulation of it. The position will thus become stronger 
and stronger as time goes on, but at the beginning at least gold will not be in 
circulation^ in the country to more than the extent necessary to secure 
stability of exchange. The mass of the circulation will be a silver circulation, 
maintained at an appreciated value (just as it is at present), and we can be 
content to see gold coin remain little more than a margin, retained in 
circulation by the fact that its remittance out of the country would create a 
scarcity of coin which would have the effect of raising the exchange value 
of the silver rupee in such manner as to bring it back, or at the very least to 
stop the outward current of remittance. “We shall have attained a gold 
standard under conditions not dissimilar from those prevailing in Prance, 
though not a gold circulation in the English sense; and this last may possibly 
not be necessary at all. 

22. We cannot help thinking that the determination of the Government 
to take active steps ia the manner we have stated, will have the effect of 
reversing the influence of the distrust iu the future of the rupee, which at 
present not only prevents the importation of gold to meet the demands of 
trade, notwithstanding the much higher rate of discount and interest prevail¬ 
ing in India, but also keeps sterling capital out of the country. If this 
distrust were once overcome by the sight of the Government actually importing 
gold and taking measures, at some cost to itself, to introduce gold into the 
circulation of the country (that is, into the reserve or marginal circulation, 
even if it does not find its way into active circulation), we believe that 
before the Rx. 18,000,000 has been withdrawn from the public circulation, 
gold will have flowed in to take its place; and the current circulation will have 
reached the condition in which it adapts itself to the fluctuations of the trade 
demand upon it, by the process of transfer of coin from India when it is 
redundant and to India when it is deficient, 

23. In the circumstances in which India is placed this ebb and flow of 
gold would probably take place through the operation of Government remit¬ 
tances. The'Government of India would remain under the obligation to 
remit £16,000,000 or £17,000,000 to England in every j'ljar, The real 
remittance has to take place in exported produce, of which the accounts are 
adjusted through Council drawings. It is our assumption throughout that 
this balance of trade will continue, and that it is consistent with the mainten¬ 
ance of the exchange value of the rupee at 16 pence; and past experience, m 
our opinion, fully warrants this assumption. The outflow and inflow of gold 
will be merely the adaptation, iu point of time, of the drawings of the Secre¬ 
tary of State to the adjustment of the annual balance of trade ; that is to say, 
the gold may be expected to flow from England to India during any period in 
which the demands for trade remittance are in excess of the amount made 
available by Council Bills, and in the opposite direction when Council. Bills 
are iu excess. 
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24. The cost of the proposed measures remains to be estimated. The 
interest on a sterling loan producing' £20,000,000 would be £5&0,t'00 a year ; 
and this is the maximum charge for interest which we contemplate having to 
incur. But we have said that it will not he>necessary to borrow so much as 
£20,000,000 to effect oar object, apd that very probably the first instalment 
•of £5,000,000 will prove to be sufficient. If it should, the interest charge 
will be about £180,000 a year. 

The question of the manner in which the loss on the melting down of our 
rupees will be entered in our accounts, that is whether it will be shewn as a 
charge to Revenue, is a subordinate matter. We have indicated above that, 
for the present at h ast, we propose to keep the transactions in separate account. • 
What we shall actually lose will be the appreciated value of the rupees which 
now form portion of our balances. 

25. We have been led by public discussions in England to believe that 
Her Majesty's Government might be willing to entertain the proposal to give 
assistance to India, in some shape, towards the attainment of the object we 
have in view. While we cannot plead inability on our own part to cany our 
proposals into effect, at any rate so far as the stage to which at present we 
propose to confine them, we think it our duty to represent, that the establish¬ 
ment of a gold standard, in India is a matter of Imperial concern, and that 
India, may fairly claim that the whole burden should not be put upon her. We 
would urge that Her Majesty’s Government should contribute not only in 
material assistance, but by creating that greater confidence which will undoubt¬ 
edly be the result of their publicly assuming a share of the liability. 

26. We believe that the effective introduction of the gold standard will 
be welcomed by the banking and mercantile communities and by the public of 
India. It has indeed been pressed upon us strongly by the Bengal and Madras 
Chambers of Commerce (copies of whose letters will be found among the en¬ 
closures) and in the press that the time has arrived to put an end to the 
uncertainty and fluctuations of exchange j and the discussion in the Bombay 
Chamber of Commerce on February 9 indicates that the members of that 
Chamber share this opinion. We think, therefore, that we may expect their 
Support in the measures we propose, though neither the Bengal Chamber nor 
the Bombay Chamber has declared in favour of any particular scheme to secure 
the object, and the Madras Chamber has supported with some modifications, 
the proposals of Mr. Lindsay to which we allude below. Accordingly, we 
strongly urge that no time should be lost by Her Majesty’s Government in 
giving effect to our proposals. 

27. Evidence of the widespread concurrence in the feeling to which the 
Chambers of Commerce have given voice will be found in the number of 
schemes which have been proposed to attain the object aimed at in our present 
proposals and in the interest evinced in the discussion of those schemes. We 
gave careful consideration to all such schemes and suggestions as promised any 
practical solution of the difficulties before we decided to adopt the scheme we 
have now recommended to Your Lordship; aud we think it well to allude to 
the two best known of them, 

28. The first of the two is one recently republished in this country in 
association with the name of Mr. A. M. Lindsay ; and is the type of several 
others, all of which have as their object the establishment of a gold standard 
■without any actual gold currency. It is, briefly, that, in addition to offering 


to receive gold in exchange for rupees at the rate of sixteen pence., the Gov¬ 
ernment should also offer to receive rupees in exchange for gold at a somewhat 
lower rate, sterling drafts on London being issued in exchange for rnpees, 
,A.r it may not have been made public in England in full in its most recent 
shape, vve print it m an enclosure as it appeared in a recent Indian newspaper 
wider, we believe* Mr. Lindsay's own. authority. This scheme, like our own, 
operates largely through the withdrawal of rupees now in circulation, and 
though it has much to recommend it, our main reason for deciding not to adopt 
it is that it would involve us in a liability to pay out gold in London in 
exchange for rupees received in India to an indefinite extent. Even if the 
ultimate liability were not greater than under our own scheme, still its extent, 
from time to time, would be quite beyond our control, and we can easily 
conceive chat we might find ourselves unable to discharge it on certain quite 
possible suppositions as to the market rate of exchange and ns to the compara¬ 
tive redundancy of the existing volume of the rupee currency. Mr. Lindsay, 
it appears to ns, does not give sufficient weight to one fundamental necessity 
of our position, namely, that we must remit, in the contrary direction to that 
in which the offer suggested by Mr. Lindsay would be operative, an aumtnl 
sum of about £17,000,000 to discharge our sterling liabilities. In addition to 
his anticipation that the Indian money market could wot support the with¬ 
drawal of the number of rupees which would Suffice to dangerously reduce the 
gold reserve, Mr Lindsay relies on the general confidence in the future stability 
of exchange which the promulgation of his scheme would induce as being 
certain to prevent the demand for gold in London rising lo a snm which would 
occasion us any inconvenience; but we think that such confidence is much 
more likely to be established by the accumulation of a strong gold reserve in 
India than under his plan, which contemplates the keeping of the reserve in 
Loudon, and we prefer to establish confidence by that measure without involv¬ 
ing ourselves in a liability we might possibly not be able to discharge. 
Instead of lengthening this despatch by further remarks on Mr. Lindsay's 
proposals, we append as an enclosure a memorandum by our Honourable 
Colleague Sir J, Westland which discusses the scheme in some detail. 

£9. The other scheme we wish to mention is that of Mr. L. C. Probyn, 
contained in a volume of papers published in 1897 by Effingham Wilson, Mr. 
Probyn proposes to establish the reserve of gold in India, but in order to pre¬ 
vent the gold passing into circulation and disappearing into hoards (an object 
which Mr. Lindsay also has in view), he proposes that gold, should pot. be 
coined but that it should be kept in stamped bars of a high value. We do not 
think it either desirable or necessary that gold coins should, until the gold 
standard has for some time been established, pass to any appreciable extent into 
general circulation : under the scheme we have above proposed, the bulk of the 
currency in circulation, and practically the whole of it outside the Presidency 
towns—in which the banks might, like ourselves, hold reserves in gold coin-— 
would continue to consist of rupees and currency notes, But we do not think 
it necessary, in order to secure that result, to refuse to have legal-tender gold 
coins of a convenient value. We are, moreover, not satisfied that there would 
be any smaller disappearance into hoards of the gold bars, which it would be 
easy to subdivide, than of gold coins. We are also of opinion that the simpler 
and more direct a monetary standard can be made, the more acceptable it will 
be to the public. We think that the only state of things which can be called 
a thoroughly satisfactory attainment of a gold standard is one in which the 
gold coins which represent our standard are those also which are good for pay¬ 
ments in England. 
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30. Afc the same time, if experience should hereafter indicate that there is 
any advantage in having the gold standard represented by a coin or piece of 
bullion too large to be used for ordinary mobetary purposes, the course sug. 
geste,d by Mr. Probyn, or one like it, is still open to us. It will be observed 
that we do not contemplate ike actual issue of gold coins by the Government, 
either for treasury purposes or in payment of currency notes, until the measures 
we have taken actually result in the establishment of the value of the rupee at 
sixteen pence, and the use of sovereigns to some extent, however small, as a 
permanent part of the circulation. There is therefore no necessity for our 
immediately determining whether the gold coin to which we shall give the 
quality of legal tender (as opposed to exchangeability secured by our own 
readiness to deal in them at our treasuries at a stat' d value) should bo tho 
sovereign or some other coin, being a. multiple thereof; for example, the £5 
coin of England. But the transactions of the people of this country are for 
the most part on so small a scale that even the sovereign would bo too high iu 
value for any but casual use, except in the centres of trade; and a coinage, 
composed like that of France of gold coins bearing their intrinsic value and 
silver coins bearing a token value, would, for any purpose of actual use in 
India, contain a very much smalle) proportion of gold than the English or 
French currency. Our present belief Is that, even with the sovereign as the 
standard coin, the amount to be procured and passed into circulation is not so 
large as to he beyond our means; and we hold that what wo ought to aim at, 
and what we have every prospect of successfully attaining, is the introduction 
of the English sovereign itself as a current coin, and that gold bars of high 
value, such as Mr, Probyn proposes, which ace not adapted for use, in any 
sense, a.s an actual circulating medium, are not a satisfactory form of the 
possession of a gold standard. 






Minute by tub Honourable Sir James Westland, K.C.S.T., dated tub 
18th January 1898, examining Mb. Lindsay’s Scheme. 

ilr. Lindsay's scheme is described in Enclosure No. Ill* in words which 
are understood to have Mr. Lindsay's own approval. He proposes that the 
Government should offer to sell, without limit, on the one hand rupee dealt# 
yn India at liberate of exchange of 1-6^ penoe the rupee, and'on the other 
... ’ * on London at the rate of exchange of 15f pence the 

He also proposes that when the demand for gold draft* on London 


hand sterling drafts 
rupee, 

becomes so great as to indicate the necea>ity, the? volume of the rU] 
currency should. be contracted by melting down rupees, the silver bullion bei 
sold for gold. 

The funds connected with \tbe transactions are to be kept separate fr< 
the ordinary Government, balances in “Gold Standard" Offices in Loud 
and in Calcutta and Bombay, The .Loudon Office is to be kept in funds 
meet the drafts drawn on it— 

(1) by borrowing in gold to the extent of five or ten millions aieilin 

(2) by the receipts realised by the sale of drafts on India ; 

(3) by the receipts realised by the sale of the 

melted down : and, 

(4) when necessary, by further gold borrowing, 

1’he Indian Offices are to be kept in funds to meet the drafts drawn on 
them—* 

(1) by the receipts realised by the sale of drafts on London; 

(2) by the coinage, when necessary, of new rupees from bullion 

purchased by the Loudon Office and sent to India. 

The two main objects of the scheme are—firstly, to make the sterling and 
rupee ourrencies interehange ible at rates approximating to 16 pence the rupee, 

to do so in a 


in rupees 


and, secondly, in making rupees convertible into sterling,* 
maimer that will prevent the use of gold as money in India. 

8. There is no doubt that a Conversion Fund, which ie ready and sufficient 
at all times to issue sovereigns in exchange for, say, Hi rupees, and to receive 
thorn in exchange for, say, 15 rupees, will have the effect of maintaining the 
exchange somewhere about these values. So fir as regards this object it is 
immaterial whether the Conversion Fund is held in England or in India, 
or partly in one and partly in the other. The question of locality merely 
affects the convenience of the persons who will tender for exchange, and will 
add to the quarter-rupee difference a further difference in respect of charges of 
actual remittance. 

3. In Mr. Linsday's plan that side of the Conversion Fund which receives 
and pays gold is located in England partly because, as above stated, one of bis 
objects is to keep gold entirely out of circulation in India, where he thinks 
it would only be absorbed for hoarding, and partly because the gold will be 
required only for the settlement of the balance of India's foreign indebtedness, 
mid London, being the groat centre for the settlement of international indebt¬ 
edness, is considered to be the most convenient place for the receipt and 


* iNot primed in tke volume, 
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payment-.'of gold,. Mr. Lindsay also wishes to avoid the withdrawal of gold 
from London—a measure which might weaken the great central reserve of the 
Empire, 

This feature seems to be a distinct objection to the scheme. The public 
will regard with, distrust arrangements for the establishment of a Gold 
Standard in India which carefully involve the location of the gold reserve in 
London and its use there by trade. A. gold reserve intended to support the 
introduction and maintenance of a gold standard in any country ought to bo 
kept in thp country if it is to produce its full effect in the way of establishing 
the confidence which is almost indispensable to the success of the measure. If 
the Indian gold reserve is located in London and. the public believe that it 
m»v at any time vanish in supplying the requirements of trade or of the 
Secretary of State, confidence will hardly be established; and in any case it 
seems certain that a reserve of any named amount will produce a greater 
effect if it is located in India than if it is six thousand miles away, 

4*. The method and principle of operation of the scheme are very much 
the same as those on which our own proposals are based. Given a circulation 
composed of a certain number of rupees and given a certain condition of trade 
in point of volume and activity, the rate of exchange will tend to some definite 
point. If the number of rupees is diminished or the activity of trade 
increased, the rate of exchange will rise, and vice verxd. It follows that 
if rupees are bought and locked up, the rate of exchange will be raised, arid 
if the Government offers to buy them up at 15| pence and continues to so buy 
them up as long as they are offered (as they will be as long as the exchange 
value is less than 15| pence), the value will ultimately be raised to 16| pence. 
But It is merely an assumption that the difference between the number of 
existing rupees and the number at. which the exchange would rise to lag pence 
is so small that the absorption of five millions or ten millions worth would 
be enough to bring about the result. It assuredly would not have been 
enough had the scheme been introduced in 1893. It may be enough now 
that "the volume and activity of trade have increased so much above the 
standard of 1893 3 hut, on the other hand, it may not. The scheme, there* 
fore would involve the undertaking of an indefinite liability. 

5 : Further, in so far as the contraction of the rupee currency is concerned, 
there is no reason why the Government should offer a fixed rate for the 
rupees, for it would obtain all the advantage which the plan brings by the 
reduction of the volume of currency, if it were to offer simply something 
more than the market rate for the time being. The rate proposed by 
Mi. Lindsay would have been much higher than the market rate if the 
operation had been begun in 1894. 

6 . An offer of this kind, it may be admitted, would not. Have the same 
effect as the offer of a fixed rate, in steadying the rate of exchange at the 
desired level. But an offer of a fixed rate of I5| d. can be made economically 
only at the final stage. Mr. Lindsay’s plan, indeed, is not adapted to the 
preliminary stage in which the Government is engaged in reducing a redundant 
circulation it assumes that the redundancy has already been removed, and 
that the circulation has reached the stage in which at the season when trade 
is inactive the rupee tends to fall below lhj pence, and at the season when, 
it is active it tends to vise above 16 pence. That stage being reached, it is 
quite possible that the redundant rupees would come into the fund in ex¬ 
change for gold at lo£ rupees for the pound in the inactive season, and thus 
keep the level of exchange up to l&f pence, and then be returned into circula- 




tion at 15 to the pound m the active reason, and thus keep the level at 
exchange down to 16 pen^e j and that the amount that would so come and 
return would not exceed some manageable figure, say live or ten millions 
worth. 

7. The scheme accordingly becomes practicable only when the condition of 
the circulation has already reached the point where the redundancy, in the 
inactive season, is reduced to a small amount. Before that stage is reached, 
it is merely a plan for buying up, without limit and at an unnecessarily high 
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circulation. Mr. Lindsay contemplates the 


there would be 
be useless and 


rupees, for which, ex hypothec, 
in the circulation. To simply lock then:* up would 
expensive ; they might as well le melted up and sold, and his plan (so far as 
this stage of its operation is concerned) differs from that proposed in the 
despatch only in this respect that he buys in at a higher price than they are 
worth the rupees which he intends to melt, instead of using- those which we 
already bold at a lower value, 

3 . Several newspapers published in India in examining Mr. Lindsay's 
scheme have noticed as a point of objection that it would involve the Govern¬ 
ment in an unlimited liability to pay gold in exchange for rupees. It may 
be observed that not only is it impossible to fir. beforehand any limit to the 
amount of rupees to be ultimately purchased, but also the Government would 
abandon all control of the measures for introducing its gold standard, and 
under a quite conceivable concurrence of adverse eiremn stances, might hud 
itself committed suddenly to a liability beyond its immediate resources. 
This is one of the most important differences between this scheme and that, 
proposed in the despatch to which this memorandum is appended. Under 
the latter the Government can feel its way ami need never commit itself in 
advance to any liability which it is not fully prepared to meet. 

9 . There is also ati important feature which docs not seem to have 
been sufficiently considered. It is that the plaa we have to adopt will not 
bo applied to a market in which the Government (who are the proprietors 
and workers of the Conversion Fund) can afford to stand aside, and let the 
operations go on only as between public and public On the contrary, the 
problem to be faced is how to maintain the exchange value in the face of 
the Secretary of State's drawings of 16 or 17 millions a year. Let it be 
assumed that the stage has been reached where the fund is in actual operation, 
and that the value at wh eh the rupee would stand, in regular course of trade 
and of drawings without the aid o£ the Conversion Fund, is somewhat below 
15f pence, but that it is maintained at this rate by banks paying their suvpltis 
rupees into the Fund, and taking gold out of it tor employment in England. 
Mr. Lindsay states that under hi* scheme the sales of Council hills are under 
such circumstances to be continued ou their present footing. During lire 
operations just supposed therefore, the Secretary of Slate will be selling 
Council Bills on India. The expectation, it is presumed, is that he will sell 
them at a rate approaching an exchange of 15| pence; for it can hardly he 
contemplated as possible that, he would for any length of time simultaneously 
sell sovereigns at a cheap rate aud buy than at a dear rate. The Secretary 
of State accordingly receives gold from banks in England, and gives them 
bills on the Treasury in India, while at the same time the same or other 
banks pay rupees into the Conversion Fund, drawing out gold in exchange. 
The only final operation is that the Secretary of State has passed a certain 
amount of gold from the Conversion Fund into the India Ollice Tieaaury : 


Ifee banks, 99 a whole; remain unaffected, and the situation, is exactly the 
same; as if the Secretary of State hod suspended drawings for the- time, and 
met hie requirements m the inactive season with- money directly borrowed 
against the intended heavier remittances ox the active season. In. short, the 
Conversion Fund under suab.circumstances gives uo facility and no machinery 
which is not, under the existing system., available by means of suspension 
of drawings. If the amount'• suspended in the inactive season is more th m 
can be recovered' by- excess drawings in the busy season, then ex hypothec i 
the rupees paid into the Conversion Fund in the inactive season are greatly 
in excess of the amount for which a- demand would be made- upon it in the 
busy season, and the case is that described in the latter part of pciagraph 
7 above, namely, the final withdrawal ot rupees purchased at an excessive 

price. , . 

10. To consider the other side-of the plan, let the supposition now be the 
contrary of that made in paragraph 9, and that the rate of exchange is 
tending to rise above the gold point. In that ease it u proposed to receive 
into the Conversion Fund all gold tendered, and with this gold to buy silver 
bullion to be coined into rupees until the requisite addition being made to 
the circulating stock, the value of the rupee tails to sixteen pence. I hat is 
to say, when circumstances arise in which gold would naturally in response 
to the demands of trade find its way into circulation in India, the scheme 
contemplates special steps to prevent that result in older to substitute silver 
for gold as the required addition to the volume of the currency. 

’it has been stated in paragraph 8 of this memorandum that, if Mr. 
Lindsay's initial assumption proved erroneous, the Government would bo 
deprived of all control of the measures for introducing the gold standard in 
the matter of the payment of gold for rupees. Here we find that, if 
Mr. Lindsay’s assumption be correct, the Government are vested with a 
sensible degree of control of the volume of the rupee currency, for new rupees 
are to he coined from bullion bought with gold from the Gold Standard 
Offices, at the discretion of Government, This is not a feature of the plan 
that can commend itself in principle, for the regulation of the sole full legal 
tender currency of a country should be entirely automatic arid not in any 
degree dipendent upon the discretion of the Administration. 

P 11. This special interference of the Government is suggested in pursuance 
of one of the two main objects of the plan. But it stems very doubtful 
whether the object of the interference—even if the interference wt-re in itself 
unobjectionable in principle -is really worth attaining. Instead of requiring 
the Government to make additions of its own motion to the currency, would 
it not be a more healthy state of things that the state of par should bo 
maintained by the natural backward and forward flow of excess currency in 
the hands of the public? And when the circumstances assumed in this para¬ 
graph arise, would it not be preferable to let the gold coin go into actual 
circulation ? 

12. The par of exchange between rupees and gold will be maintained only 
bv exporting redundant rupees, in some form or other, and when the stage 
is reached where the circulation as a whole is sometimes redundant and 
sometimes deficient (with reference to a value of sixteen pence), the par will 
be maintained only by au arrangement by which th; redundancy will ebb 
in the form of coin to England aud the deficiency be corrected by the flow 
of coin from England. Mr, Lindsay’s proposal is to make this ebb and flow 
take place in rupees, and it may he admitted that it would so operate, though 
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not (except at inordinate cost) to raise the rupee circulation to the point 
where the stage of ebb and flow comes into operation. But it will be far 
preferable if the margin of circulation which is to ebb and flow consists of 
sovereigns which can be directly utilised in England : India will then have 
a gold standard in the simplest and most convenient form. The number 
of rupees in circulation must be so reduced that they shall even at the most 
inactive time of trade, he insufficient with reference to an exchange of 
sixteen pence, unci will even then require 1o he supplemented (mainly, if not 
entirely, in respect of the less active circulation which is represented by the 
reserve of banks and of the Government) by further coin. That coin should 
be gold, and under the scheme proposed in the despatch, it is sovereigns only 
which would find their way into the circulation, when the rupees became 
deficientj and the sovereigns included in the circulation will form that 
margin of it which ebbs and flows in the manner above described. 
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:,e Sib Jambs Westland, K.C.S 
1st October 1.898. 
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se given before the Committee of Enquiry into 
t desire to submit soma observations with reference to it. 

into any arguments on the subject 
and my object is to elucidate 
, which perhaps the very 
daily administration prevented our 
•elief. 1 allude especially to the position which the 
in India, as the holder of what may be called the Bank- 
fact perpetually present to our minds aud 

_ , " , th reference, to the maintenance 

balances and to the drawings of Council Bills, but which is not, I 

of the gentlemen who have given evidence 

i in this respect of the Treasury 
India may be seen from the following figures. I 
to England. (The figures are taken from the 
aud though they do not precisely correspond as to date, they 
d enough for the present purpose) 

Caalh Balance in the 
Bank of En^LiDtl. 

19,885 
22,774 
98,606 
21,663 
22,720 
26.046 
27,071 


1. Having read the evident! 
the Indian Currency, Z „ . 

I have of course no intention of enterin 
of the enquiry ; thatjwould be out of place 
some questions of fact referred to by witnesses, 
familiarity of the subject to us in our d ! 
bringing into sufficient roll. 

Governmerit occupies 
iiig Reserve of the country 
largely guiding us in our operations, both wi 

of our own. U-Pi¬ 
th ink, sufficiently realised by some 
before the Committee. 

•2. The great difference between the position 
in England and that in 
shew first those relating 
“ Economist. >f 
are goo< 


Euoheqner Bnlpnce In 
this Batik ol Eughad. 


In thousands of £ 


of December 1897 
January 1898 
lebiuary 1898 
March 1898 
April 1898 . 

May 1898 
June 1898 


It will be seen from these figures that the Exchequer could at any time, if 
necessity arose, realize or spend the whole of the balance at its credit without 
causing the Bank of England to feel any but a temporary difficulty,-—a 
difficulty which possibly might not be great enough to cause any steps of 
sufficient magnitude to affect, or even to come to the knowledge of, the public. 

8. Now, take the figures for India. I have bad them made up in the 
annexed tables A and 13 for each*week of the quarter, January to March 189S. 
It has to be remembered that according to the contract with the Presidency 
Banks the head “ Public Deposits ’* in their weekly returns is practically 
synonymous with balauce at credit of Treasury ; the balances of the High 
Courts and their officers, of Railway Companies, and some others which form 
a not inconsiderable aggregate of public money, lie outside these amounts a nf l 








ate reckoned in India as private accounts. The average of the IS weekly re* 
turns is 


Thmiwiiida of R*, 

Mead Offices— 

Bunk of Bengal . 

Bank of Bombay 
Mead Offices and Branches- 
Bank of Bengal , 

Bank of Madras . 

Bank of Bombay . 


B.ilamie st crt'dlt o i 
Goi-crmnuntn.. 

■m 

527 

1,576 

of® 

378 


Cash B lance of Shu 
Bank. 

791 

636 

2,019 

958 

953 


it will be -seen that a demand by Government for the rase of iis balances 
would leave the Banks with an utterly insufficient amount of cash for their 
requirements—would in short deplete both the financial centres and the 
principal towns in the interior of nearly the whole of the hanking balances. 

4. in comparing England with India in thi« respect Ihwefcre two features 
in the comparison which greatly aggravate the position as regards India. 
First, the balance in the Bank of England, large as it. is, is after all only a 
portion of tlw available cash n London. The number of banks in Tendon is 
legion, and even though the bulk of their available balances may be repre¬ 
sented by a deposit account of the Bank with England, yet a large amount on 
the whole remains, ia their own possession j and the diminution of the balance 
in the Bank of England by the whole amount it holds at the credit of the 
Exchequer would be a small tax u pon the whole banking balance of the pia -e. 
In India this i? not the ease, the Cash Balance of the Presidency Banks is 
a much move important, factor in Calcutta or Bombay, for the Exchange 
Banks hold a comparatively small balance in their own coffers, and even that 
is, I believe, sometimes an advance from the Presidency Bank. Secondly, 
the nexus between the Bank of England and the general available cash of 
the country is infinitely closer than that, whvdi exists in the ease of the 
Indian Presidency Banks. The withdrawal of, say, five millions of Exche¬ 
quer Balance from the Bank of England for the purpose of meeting Govern¬ 
ment payments due throughout the country might deplete the available cash 
of the Bank of England for a week or two, but the amount would speedily 
flow back again through a thousand different channels and the cash position 
of the Bank would he as strong- as ever. Ia India, on the other hand, pay¬ 
ments of the kiud do not flow back till after a considerable time, and partly 
do not come hack at all. A war on the frontier, a famine in a province, or 
heavy expenditure upon railways will absorb large amounts of cash part 
of which dribbles back slowly, and part of winch for practical purposes 
never comes back at all. 

5. These considerations introduce great difficulty into the management of 
the Government Balances in India. It is not merely that we ave obliged to 
have close regard to the demands jh it are c uning upon us in respect of the 
payments due on Government account during the next few months, but that 
we are obliged to have regard to future commercial demands also, dust as 
the Directors of the Bank of England or of the Bank of Bengal, when they 
feel a strong commercial demand, world be false to their trust if they wore 
merely to say “ we have so many millons, or so many lakhs, in our Treasure 
chest, and there is therefore no use of ouv interfering with the demand ; let 
ns go on giving out money as long as wc possess any *’; so the Government 


§ India is bound to oarefully guard its balances against depletion brought 
about either by the payments, which it has in due course to meet, or by too 
sudden withdrawal and dispersal through t he channels of commercial demand. 
The above-imagined policy on the part of the Bank Directors would inevitably 
bring about a crisis in a very short time, "nd carelessness ot management ot 
the same kind—a concession to immediate commercial demnnu witnout having 
anv regard to the future— would bring a crisis on the money market in India., 
much more severe and much more rapid by reason of the smallness, the almost 

non-existence, of any margin to fall hack upon. . .. 

6 . This position of responsibility Is forced npon the Government m this 
Country , not of its own will, but because it is accepted by the Banking and 
the Mercantile Community as the monetary system ol; India, the waole 
commerce of the country is made to depend upon the Government .Balances 3 
and the whole responsibility for the maintenance of an available Cash Heserve 
in India being thrown upon the Government, it is taken for granted tha it 
there is a monetary stringency, it is due to the deliberate action 01 the Govern¬ 
ment. When Bank Directors, to meet the occasion 1 have been describing, 
put up the rate of discount, 'they are said to do what is wise and proper, both 
in their own interests, and in those of the Commercial .Public j when yJ ie 
Government being, in India in a similar position, takes similar measures, it is 
considered to be deliberately causing- an undue stringency ot the money 

yitlSiX'liGi/o , , 

7 . I cannot help noticing that it is almost assumed in the evidence given 
before the Committee that the Government of India, in their manipulation ofc 

Government Balances and of Council Bills, systematically pursue this poucy 
of creating for their own purposes a stringency of the kind described. 1 
have more than oboe had occasion to give tins theory explicit denial. Some 
important papers on the subject were published in the Gazette of India ot 
February aaid, 1889 (nage 115, etc.), which were intended to show, and in 
my bumble opinion did show, that our one endeavour in managing our balan¬ 
ces was to make things as smooth for the money market as it was possible tor 
them to be, consistently with a system under which the Banxe kept very 
little available monev of their own. But explanations of the kind are readily 
forgotten in a place like India where every one has his own business to attend 
to "and cares little to read and bear in mind official documents like those to 
which I refer. I may mention that within this last week I see st stated in 
the financial article of a widely circulated journal that “ Government has 
been busy reducing its balances with the Bank of Bengal and the Bank 01 
Bombay 1 have not enquired into the facts, but I have no doubt that 
the real explanation is exactly what I gave in paragraphs £& and on 
cage 184 of the above quotation, from the Gazette, viz., that the so-called 
artificial reduction of Government. Balances at the Banks is nothing more 
or less than the issue of the amount to the public in the form of Couucu 

8 I may mention as regards the Government Balances at the xresiaency 
Banks that'for the express purpose of preventing any manipulation ot them 
eit her in the direction of stringency or of the opposite, we work them upon 
a purely mechanical system. A maximum and a minimum limit aie axed, 
both verv much in excess of the minimum stipulated in the contract with 
the Banks ; and the rule is laid down that when the balance is above the 
maximum, the responsible account officer withdraws a certain amount into tun 


Reserve Treasury j when it. fulls, to or below the minimum, lie passes money 
into it from the Reserve Treasury. This rule is departed from only (i) 
when we are raising' a loan, and, in order to let it fall easily on the market, 
allow the Presidency Banks to retain, a nominally excessive Treasury balance. 
(I call it nominal because the transaction is the result of a credit to Govern¬ 
ment on the Bank’s hooks by debit to advances on Government Securities, 
anti the Bank for the moment does not really possess any funds available in 
cash against it);; (2) when our general balance is so severely depleted that for 
the time we cannot spare funds from the district treasuries to maintain the 
usual standard of Cash Balance in the Presidency towns. There is, therefore, 
(so far as the Bank balance is concerned, no manipulation for the purpose of 
creating* stringency, or of affecting the rate of exchange. 

9. 1 come now to the question of Council Bills. It seems almost a truism 
to say it, yet it seems necessary to call it to mind that the amount of Council 
Bills that can be issued by the Secretary of State is strictly limited. I sav 
this, because it seems to me that the accusation of causing stringency is 
founded in some eases on the mere fact that the Secretary of State has not 
issued bills for the whole amount required for the payment of the balance of 
trade. The amount which it is possible to draw in a year may, for ordinary 
times, be reckoned thus— 

Ex. 

Surplus of revenue in India over expenditure in India, including 

expenditure on Capital Account . . 23,000.(100 

Sidney raised by loan in India for Capital Expenditure . . 3,000,000 


Total available 


26,000,000 


These figures vary of course from year to year, but it must he clear that 
•whatever the figures are, they limit the amount for which the Secretary of 
State may draw. 

10. Now, as pointed out at length in the papers of 1889 which I have 
already quoted, the minimum balance with which"we can carry on the business 
of the Government, in India is about eight crores j this eight crores includes 
the balances at our credit, in the Presidency Banks and their Branches. Our 
balances went down to that figure and below it in the end of the year 1896 and 
again in the end of 1897 ; that is to say, in both of these years the Secretary of 
State drew even more than was consistent with safety ; he could not have 
drawn more for the simple reason that we had no f unds wherewith to pay. 
So anxious were we to supply the money market with a full amount of 
Council Bills that in December 1896 we took special legislative measures 
to add to our Cadi Balances two crores of rupees out of Currency Reserve, 
and thus enabled the Secretary of State to enhance his drawings by that 
amount. And again in January 1898 we passed a special law to enable the 
Secretary of State, if necessary, to draw Council Bills against our Currency 
Reserve, In the present year, 1.898, our Council Bill programme was again 
baaed on the calculation that we should place at the Secretary of State’s 
disposal, for drawings, everything we could spare subject to the condition c£ 
our having eight erores in our Cash Balances at the minimum period. (The 
exact figure—I have the estimates before me as I write—was 857 lakhs ) 
Our prospects as regards balances have been much improved l>v better revenue, 
and we communicated the fact to the Secretary of State in July and again 
in September for the express purpose of enabling him to enhance his drawings 






m> to the 'limit of our capacity to meet them ; and he enhanced them accord¬ 
ingly Surely what 1 have stated afford the most purple evidence "hat our 
policy throughout is the very opposite of seeking to raise exchange by causing 
stringency. We have consistently done our best to place at the disposal <>«: 

the market every surplus rupee we can spare. .. , , . 

11. The truth is that in India where it is too much the habit to tool? to 
Government for every thing, it. seems not unnatural to expect Ihe Government 
to finance not only the administration of the country, hut its trade ^ and com¬ 
merce also. Accordingly, when commerce finds a deficiency of available lands, 
the cause u&tfce deficiency is sought for not dn the scarcity of banking capital, 
but in some action of the Government, which is expected with resources that 
a] A often barelv sufficient to meet, the financial requirements of its own 
administration; to supply also all that is wanted for the movements of two 

hundred erores of imports and exports, . .. . 

j|j; One difficulty which is alluded to in some parts of the evidence is 
that our revenue does not, come in equally during the year. This is of con rue 
a necessity in a country where so much of the revenue is land revenue, and 
has to be collected at the time when the rtvenue .payers can most easily afford 
to pay it, viz'., the time of harvesting and disposing of their crops. 

X find the following is a rough estimate of the distribution, through 
the year, of the ‘th evores which, as above mentioned, become available tor 
dra wings, I take the three erores of debt as received half in July uud half 


ill August : 


April 
May . 

J « ne . 
July • 

August 

September 


In thousand# of ftx. 

. . 600 

. 1,900 

, . 8,<)tl0 

. 2,500 

. 1,800 
00 


in thousands of Kx. 


October 

November 

December 

January 

February 

March 

Total 


800 

700 

2.500 

5.500 
8,100 
4,600 

26,000 


13. Now, if the Secretary of State could distribute his drawings after the 
above fashion (or rather take the figures a month later so as to allow the 
excesses of revenue to be brought down to the Presidency towns to meet Ins 
bills), the result would no doubt bo that our excess Cush Balances (that is, the 
surplus over what we require for treasuries that, are not in charge of Banks) 
would be wholly, or nearly so,.at the disposal of commerce. But I must point 
out that, this is more a theoretical possibility than a real one. As 1 have 
already explained, there are no funds for Government to fall back upon, if 
it surrenders to commercial uses its own Cash Balances and then s id deni y 
finds that it must alter its programme of revenue and expenditure. There 
have been two crises of that kind within the last two years. The first was 
in October 1896 when the rains failed and prospects of famine suddenly 
made their appearance in India. We realized that tho first and necessary 
step was to make large remissions of revenue at once ; this came upon us 
just as our balances were descending to their minimum, and there was no 
'remedy but to call uuon tho Secretary of State immediately to suspend 
his drawings, which were being as usual so regulated as to leave no margin 
in December. The second was in the outbreak of frontier warfare in August 
and September 1897 when again we were obliged to stop the Secretary of 


Stale’s drawing** in order that we might have money to expend on the 
necessary military operations. 

14. It is not possible for ms therefore, dependent as we are upon our own 
resources, to carry on the administration with our balance continually hovering 
about eight erores. We can afford the risk of letting it run down to eight erores 
in November and December when we know we shall be amply in funds again 
when the revenue comes in in January, But if we had to keep to one figure 
all the year round, we would not be safe under a minimum of eleven erores 
(that is to say, a continual margin, against possible sudden claims, of three 
erores). Thus the proper way of describing the policy under which we might, 
place our margin of money at the disposal of commerce would bo ** Beckon 
ff.x, 11,000,000 as your minimum current balance ; but inasmuch as you can 
stand the risk of letting it run down, for a month or two, but not longer, to 
Rr, 8,00U,000, give commerce the advantage for that month or two of the 
Rx. S,000,000 you can thus spare.” 

15. This is really nob very far different from what we actually do i at all 
For example, I find th.it from October 1896 events, the argument shews that 

to December 1897 there were only two months in the money we withhold from 
which the Cash Balance was over Rx. 12,000,000. possib’e utilisation by commerce 
is only the excess which we hold over Rx. 11,000,000 ; and that it i-i nob 
possible, from a practical point of view, for us to accept as a rule of working : 
« Eight erores is your necessary minimum, and all that you hold in excess 
of that should be regarded as available for commercial use.” In short, eight 
erores is not a working minimum ; it is a point of danger which we can 
tolerate if it is to last only for a month or two, but which might at any time 
laud us in disaster, if we tried to work with it for a longer period. 

16. The distribution of Council Bills over the twelve months remains 
entirely in the hands of the Secretary of State; we, in India, give him from 
time to time our recommendations, and especially advice as to the amount we 
ean make available for his drawings ; but as the primary object of the 
Council Bills is to place him in funds for the expenditure which he has to 
undertake, we leave it to him to consider when drawing may be eased off for 
want of commercial demand, or increased to meet commercial demand. At 
the same time we are quite aware that the policy of the Secretary of State in 
the matter is the same as our own, that is, to draw during the twelve 
mouths as much as we can meet. The considerations I have set out will shew 
that the utmost the Secretary of State could do, if lie were to neglect in 
regulating his drawings every consideration but-that of momentary commer¬ 
cial convenience, would be that he might occasionally be a eroi’e or two ahead 
of his drawings as he regulates them on the present system, at the risk of 
having to pull up after a month or two in order to allow our resources to come 
up to his demands upon them. I pronounce an opinion as to whether it is 
convenient for commerce to have a erore a week placed at its disposal in 
February to April, aud then have it cut down to 12 or 15 lakbe a week in 
May. Of course nothing that the Secretary of State can do will increase 
the total of his drawings over the twelve months. 

17. Having thus placed in the hands of the Secretary of State the regula¬ 
tion of the drawings of Council Bills, we naturally consider ourselves precluded 
from interfering With his operations by advancing money, even on interest, 
to the Presidency or other Banks in India. Occasionally, but very rarely, 
short loans of the kind are made by us, but it is only for the relief“ of tem¬ 
porary difficulties. The last occasion on which a proposal of the kind was 


aaade to us is referred to in the evidence (Question 8362), In April last the 
Bank of Bombay, whose rate at the time was 13 per cent,, asked as to 
advance 25 lakhs to it, for a short time, at 6 per cent. This we either 
formally declined or were on the point of declining when the proposal was 
altered into one to borrow from ns at Bank rate. Within three or four days, 
however, the stringency of money was relieved, the Bank rate .gave way, and 
we thought the necessity for any extraordinary measure had ceased. 

18. Following this general, and as I have been trying to explain false, 
impression as to ear policy in the management of Government Balances and 
Council Bills, 1 observe that the proposals of the Government of India made 
in the despatch of March 3rd have been described as a policy of forcing gold 
into the country by means of an artificial stringency in the money market, I 
do nob enter upon any argument as to whether that, will be their effect—that 
is a question of opinion on which it is for the Committee to pronounce ; but that 
such is their deliberate intention I may be allowed to deny. The stringency 
unfortunately is t here. I enter upon no argument as to whether it is due to the 
closing of the Mints, or to the withdrawal of capital from India which began 
long before the Mints were closed, or whether it is caused partly by the one and 
partly by the other. But I think I have made it clear that, granting the 
situation brought about by the currency policy of 1893, the stringency has 
occurred, not by reason of any action .taken by Government, hut in spite of 
all the efforts made by Government to prevent it.. The policy we set out in 
our despatch of March 3rd was a policy which had for its object not to in¬ 
crease it, but to relieve it, and I may represent the argument in this way. 
“ The stringency will not he relieved until capital is sent out to India. Holder® 
of capital are afraid to send it out as long as the currency is on a silver basis, 
and is in such an amount that a turn of the scale, whether by cessation of 
activity in trade or in any other way, will send down the rate of exchange. 
Let us get over this transition stage j let us get to a state of things where, 
instead of the circulation being composed of 120 crores of silver, it is composed 
of, say, 105 crores of silver and 15 crores or gold (that is, £10 millions). 
Capitalists will now see that the money in circulation in the country must be 
reduced from 120 crores (that is 105 in silver and 15 in gold) to 105 mores 
before exchange falls below 16 pence; and this slate of tilings will give them 
confidence enough to send ont their money to thus relieve the stringency.’* 
This is what is set out in paragraph 22 of the despatch. The argument may 
he right or wrong ; on that point I in this place urge {nothing; but the 
intention I think is sufficiently clear ; and it was not an intention to operate 
through artificial stringency. m 

19, This explanation will also account, for the position given in our 

proposals to the melting of rupees. While the rupees are still in existence 
(as they were after the stoppage of drawing in 1393-94) the confidence we 
hoped to create could not exist. The capitalist would argue : " These rupees, 

though now withdrawn, may at any time come hack into circulation, and I 
cannot accept it as certain that the Rupee circulation will not exceed 105 
crores ; while therefore this possibility lasts, I hold my hand.” 

20. One more explanation on this subject and 1 have done. The Govern¬ 
ment never had it in their minds to withdraw rupees from the active circu¬ 
lation by any new operation of withdrawal or recall. Under the monetary 
system of India which I have explained, rupees are every year withdrawn 
from circulation in the paynaentof revenue, especially in the months of Janu¬ 
ary to March, and they are returned to it again through the operation of 


Council Drawing?. In such a monetary system, the restriction of Council 
Bill and the withdrawal of silver coin are synonymous terns ; the Govern¬ 
ment can get possession of silver coin for the purpose of melting- down, only 
by the Secretary of State drawing a smaller amount of Council Bills than he 
otherwise would draw. Our notion was that in this way the reduction of 
rupee circulation would commence to he brought into effect, that the Secretary 
of State would refuse to draw under some rate settled <from time to lime, 
but at least advancing towards 18 pence, and that the amount he thus with¬ 
held would be, by us, permanently withdrawn from circulation, and melted 
down so as not to be in any way further available in the form of silver eur« 
rency. How far this operation would have to be carried before exchange was 
for the time fixed at 10 pence would be matter of experience (paragraph 10 
of despatch). We would have to carry it not only far enough to raise the 
exchange value to sixteen pence for the time, but still further with the aid 
of our currency reserve (paragraph SO) so a? to have a margin to fall back 
upon—namely, to ensure that the reduction of silver currency would be 
enough to maintain the sixteen pence value, even if trade were to become 
more inactive than at the beginning. Meantime we hoped that with this 
declared policy before us, commerce would find, in the prospect of the rise of 
the rupee towards sixteen pence and its fixation at that point, sufficient en¬ 
couragement. to send out gold coin for its own heeds, just as before 1893 it 
used to send out silver to the mints when the supply of Council Bills fell 
short of its requirements. 

21. Again, 1 repeat, it will be understood that I am not here engaged in 
defending the plaid; 1 am merely explaining the proposals with reference f,o her* 
tain portions of the evidence laid before the Committee. Things have advanced 
even since the proposals were laid before the Secretary of State; the rupee has 
maintained itself very near to sixteen pence even during the inactive period of 
the year ; and the redundancy of the circulation with reference to that value— 
that is, the amount; which the Government of India proposed to withdraw 
from any possible return into circulation—appears now to be less than it 
appeared in March last. 

22. I desire to add some remarks with reference to the allegations 
about illicit coinage which appear iu some portions of the evidence given. 
We Imve been making continual enquiries regarding this ; but we have not 
been able to di. cover that illicit coinage is in any respect more rife than it 
was before the rupee rose so much above its bullion value. Illicit coinage 
■dill goes on in India as everywhere else, but obviously the only lund of 
illicit coinage hat can arise in connexion with the closure of the mints is 
illicit coinage of standard silver ; and discoveries of coinage of base metal have 
nothing to do with the present subject. What we have ascertained is that the 
public Iiave had their attention drawn to the subject, and that they are 
apt, much more than they were before, to suspect rupees which turn out 
upou examination to be perfectly good. VVe have arranged for more 
systematic enquiry, and all 1 can say at present is that no evidence exists 
of any greater frequently than formerly of illicit coinage. 

23. The coinage of Farrukliabad rupees, alluded to by more than one 
of the witnesses, has nothing to do with the question of illicit coinage of 
Government rupees. These are rupees of an ancient currency which bear 
inscriptions in Persian characters only. I do not believe that a single 
such rupee is anywhere used as coiu in British India, and it is certain that 


not even the most simple individual could ever mistake one for a Govern¬ 
ment rupee. They are largely used ass ornaments, and have been largely 
manufactured for that purpose. They also eonld no doubt be easily 
introduced into circulation as money m Native States, where the currency 
is often in such a condition that almost any hit of silver, hearing a Persian 
inscription or a part of one, passes from hand to hand rather in barter 
than as money. The officials of the Gwalior State the other day gave 
me a list of sixteen different kinds of coin of this description which so 
passed, at various values, in the State of Gwalior alone. 

24. We recently determined that this kind of manufacture was dangerous 
JV.B.--We are probably bound to receive both because it might interfere 
genuine Farrukhnbad rupees at one rupee a tola with the current coin of JMiitivo 
under Section 17 of the Indian Coinage Act. States, and still more because 

it might familiarize the people with the notion that coinage was au admis¬ 
sible form of private industry, and we altered the law so as to make it what 
the law probably always intended it to lie, a criminal offence. The recent, 
case was the first in which the change of the law was brought home to the 
people engaged-in this trade ; but it obviously indicates no danger of illicit 
coinage as regards Government rupees. 
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Despatch mtM TJia S®cue'' , aot ©? State ?ob Isdia, No. 140 (Financial),, 

DATED THE 25t.II Jl l.Y 1899. 

In my Despatch, d;:ted the 7th of April 1898,* No, 67,, I informed your 
predecessor that it had been decided to refer to a Committee the proposals made 
bit his Government with a view to the completion of the policy initiated in 
189.% when, as a first step towards the establishment of a gold standard in 
Indio, the Indian Mints were closed. The terms of reference were ns 
follows :—• 

“ It will be tho duty of the Committee to- deliberate and report to me upon these pro* 
pos-als and upon any other matter -which they may regard as relevant thereto, including 
tho monetary system now in force in India, and the probable effect of any proposed changes 
upon the internal' trade and taxation of that country ; and to submit any modifications oC 
the proposals of the Indian Government, or any suggestions of their own, which they may 
think «dvimbl* for the establishment, of a satisfactory system of currency in India, and 
for seeming, as far as is practicable, a stable exchange between that country and the United 
Kingdom/* 

2. The Report of that Committee was presented to me on the 7fch of duly, 
and on that day I communicated its main provisions to Your Excellency 
by telegraph. The Report was at tho same time presented to Parliament, 
and copies have been forwarded to your Government in ordinary course. 

3. In their letter of the 24th of March 1898, No 92,* forwarding letters 
from important bodies in Bombay oh the currency situation, the Government 
of your predecessor stated that they had finally decided not to revert to the 
silver standard. In this decision the Committee express their concurrence; 
and they go on to indicate their conclusion that steps should be taken to 
avoid all possibility of doubt a? to this determination, and to proceed with 
measures for the effective establishment of a gold standard. With this view, 
they recommend that the British sovereign be mado a legal tender and a 
current coin in India, and that the Indian Mints be thrown open to the 
unrestricted coinage of gold. But., while making this recommendation, the 
Committee think it undesirable that any limit should be imposed on the 
amount for which rupees should be a bgal tender, nor do they consider that 
you should undertake any obligation to pay gold in exchange for rupees. 

4 Your Excellency will therefore observe that the Committee are in 
agreement with the Government of your predecessor as regards the main 
lines of policy to be adopted, while differing from them as to the means by 
which the objects in view should be attained. While concurring in the 
opinion of that Government that the Mints should remain closed to the 
unrestricted coinage of silver, and tiult a gold standard should be adopted 
without delay, the Committee do not recommend the practical steps proposed 
for the attainment of this object by the Government of your predecessor, 
whose recommendations, in the opinion of the Committee, might probably 
have been modified if they could have foreseen the course of events during 
the past year, and would seem to have been based to an undue extent on a 
belief in the immediate effect of a contraction of the currency iu raising 
exchange. 


* jNofc printed in this volume* 







5, With regard to the rate at which, if the above-mentioned recommenda¬ 
tions are accepted, the rupee,should be valued in sterling, the Committee are 
not unanimous; inasmuch as two members are in favour of a rate of 15 
pence; eight, including the Chairman, advise the definite adoption of the 
rate of lt> pence, which, \vith unimportant variations, may be said to have 
been the rate in force during the last eighteen months; and one, while 
agreeing with the principles of the Beporfc, would prefer to take no imme¬ 
diate action for fixing a ratio. 

G". iJer 'Majesty's Government have given to this report the careful consi¬ 
deration which its great importance deserves ; they are impressed by the array 
of arguments and facts embodied in it ; and they have come to the conclusion 
that it is advisable to accept generally and to act upon the principles which it 
recommends. 

7. I have therefore decided in Council that the policy of keeping the 
Indian Mints closed to the unrestricted coinage of silver shall he maintained ; 
and I request that you will, as soon as you may deem it expedient, take the 
necessary steps for making the British sovereign a legal tender and a current 
coin, and that you wilt make preparations for the coinage of gold under the 
conditions suggested by the Committee. As regards the permanent ratio 
which the rupee should bear to the sovereign, after carefully weighing the 
arguments of those who are in favour of a lower rate than that which now 

.obtains, I have no hesitation.in accepting the view of the majority, who recom¬ 
mend an exchange rate of 16 pence per rupee, or 15 rupees to- the sovereign', 
and in this opinion 1 am confident that Your Excellency's Government, 
especially after the experience of last eighteen months, will be disposed to 
concur, 

8. I am also in accord with the Committee as to the general principles 
by which your Government should be guided in the management of your gold 
reserve in the absence of a legal obligation to give gold in exchange for 
rupees, namely, that, you should make it freely available for foreign remit¬ 
tances whenever exchange falls below specie point, under such conditions a 
the circumstances of the time may render detirable . 

9. I desire particularly to commend to your attention the important 
recommendation with regard to the improvement and concentration of bank¬ 
ing facilities, contained in the separate report of Mr. Hambro. 

10. The strong opinion against sterling borrowing for currency purposes 
which is expressed in the separate report of Mr. Campbell, Mr. Holland, and 
Sir John Muir, and which is, to some extent, supported by the unanimous 
recommendation of the Committee in favour of a restriction of the growth of 
your Government's gold obligations, will no doubt have your careful consi¬ 
deration. 

11. I shall be glad to receive any observations or suggestions which Your 
Excellency's Government rnay desire to make for the furtherance of the policy 
which has been adopted. 
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Despatch to tiie S barista iiy oi? State foe India, No. 301, dated, £4tk 

August 1899. 

Wk.'bitve the honour to acknowledge the receipt of Your Lordship’s. 
Despatch No 

Indian Currency Committee 
ment have been g 
the report, and h 

generally ’the reeom ^— ... .. PBHP||Bi(P ,, j| | . I ,.H|R|RH 

Lordship 1ms accordingly decided in Council to accept these recommendations, 
and we are requested to take the measures necessary to carry them into effect. 
Your Lordship at the same time invites any remarks or suggestions which 
we may desire to make for the furtherance of the policy which has been 

adopted. . 

2 . Before proceeding to state the measures and suggestions that commend 
themselves to us, we desire to express cur general gratification at, the Report of 
the Committee. The result will be, we trust, the termination of a prolonged 
period of uncertainty and anxiety in the trade and public finance of this 
M nntr V F!mm 1875 to 1892 the question of the exchange value of the 


110, dated the 25th July 1899, forwarding the Report, of the 
7 " i. We are. informed that Her Majesty’s Goveyn- 

rreatly impressed by the facts and arguments embodied in 
live come to the conclusion that it is advisable to accept 
mendations of the Committee and to act upon them. Your 



exchange should fall below gold specie poit:", under such 
conditions as the circumstances of the time may render neces¬ 
sary. 

In addition to these five recommendations, which Your Lordship has 
accepted, 3 mi commend to-our particular attention the important suggestion 
made in a separate report by Mr. Hambro for the improvement and concen¬ 
tration of banking facilities by the foundation of a large bank on the lines 
of the Bank of England or the Bank of France. Your Lordship is dsp 
confident that the strong opinion against sterling borrowing for currency 
purposes expressed by three members of the Committee wili have oar careful 
consideration. 

4 . Having regard to the course of events daring the lust seven years, 
it is unnecessary to say more in regard to the recommendation to keep the 
mints closed to the unrestricted coinage of silver tlum that we entirely concur 
in the desirability 7 of removing all doubt on this point. Wo consider that 
the exhaustive examination which this subject has received for so many years 
warrants us in regarding the discussion as now closed. In future, in so tar 
as the coinage of rupees is concerned, the mints will be emplo} T ed to coin 
only such quantity as may be demanded by the needs of the country for 
current circulation. And here we may remark that our estimate of such 
requirements would be materially facilitated if it should be found possible to 
give effect to the suggestion made by Mr. Hambro for the establishment of 
o, Bank. The proposal made by the Committee that any profit made on 
rupee coinage should be held in gold as a special reserve has not escaped our 
attention ; but the need for the coinage of additional rupees is not likely to 
occur for some time, and a decision on this point may conveniently be 
deferred. Meanwhile, our mint operations with regard to silver will be 
confined to the coinage of fractional silver, to the recoinage of rupees which 
have ceased to be current from wear and tear or otherwise and are withdrawn 
from circulation, and possibly to the coinage into British Indian rupees of 
the silver coins of such Native States a 3 may desire to make arrangements 
with us to substitute our rupees for their local coinage, following the example 
of the States of Bhopal and Kashmir. 

5 . Your Lordship is already aware of our intention to act upon the recoin 
mendation that the sovereign should be made legal tender and curreut coin by 
the introduction without delay in the Legislative Council of a Bill amend¬ 
ing the Indian Coinage Act for that purpose. We un lerstaud that Your 
Lordship is taking the necessary steps for the issue of a proclamation 
declaring the Bombay Mint a branch of the Royal Mint, authorising the 
coinage therein of British gold coins, and declaring gold coinage coined in it 
legal tender in the United Kingdom. Our intended legislation will provide for 
such coinage at any of our mints declared to be a Branch of the Royal 
Mint. We do not think it necessary to have the Calcutta Mint declared a 
branch of the Royal Mint, for most of the gold imported into India aud all 
the gold produced in the Indian mines finds its way to Bombay, Wo 
have indeed had under our consideration the question whether the_ Calcutta 
Mint might not be abolished, but we prefer to reserve our decision until 
we ascertain whether the Bombay Miui, if declared a Branch of the Royal 
Mint, can conveniently execute the coinage of rupees, and whether in that 
case this Mint will be equal to ail requirements as regards the coinage of gold, 
silver, (including the British dollar) and copper. 

0 . We are aware that au opinion is entertained in certain quarters that it 
would be expedient to defer the legislation required to make the sovereign 
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legal tender in India, because when gold coins become legal tender they may 
accumulate in our reserve less rapidly than when the rupee is the only legal 
tender. It is possible that when sovereigns are made legal tender they may 
be held by the Banks In their reserves or may pass into circulation to some 
extent instead of going into our reserve. But admitting this to be possible, 
we do not believe that it will occur to an extent sufficient to make an 
appreciable difference in the rapidity with which sovereigns will find their way 
into our reserve. Such sovereigns as may be retained by the Banks in reserve 
will be available for foreign remittance when exchange tends to decline and 
will pro tanto diminish resort for that purpose'to the Government reserve. 
But whenever exchange rises above the rate of 1#. as it may be expected 
to do during every busy season, sovereigns, whether held by the Banks or 
passed into general circulation, except such as may find their way Into hoards, 
should be presented to us .by their holders for the profit to be made on their 
exchange for rupees. We consider, therefore, that when, after long consider¬ 
ation and discussion, it has been finally decided to make gold legal tender, 
and the rate has been settled, it would be inexpedient to delay giving effect 

to the decision. • 

7, We entirely agree with Your Lordship in accepting the recommendation 

made by the majority of the Committee that the rale of exchange to be 
adopted in making gold legal tender should be Is id, the rupee. On this 
point, the arguments of the majority carry to our minds infinitely move weight 
than the arguments in favour of a rate of la. M., which are indeed mainly 
based upon a’comp&rison between the statistics of a fairly good year and. two 
exceptionally bad years. To adopt any other rate at this moment than that 
to which prices and other conditions have been adjusted . during the last 
twenty months would be an unnecessary disturbance of existing conditions, 
especially when we reflect that such disturbance must of necessity have for 
immediate effect a very large addition (over Ux. 1,500,000) to the number of 
rupees required to discharge our sterling obligations. Finally, if the lower 
rate were adopted, we do not believe that it would be steadily established in a 
short time: on the contrary, such a backward step would promote a sense of 
uncertainty and hesitation and there would ho a revival of speculation in* 
exchange based on the probability that the lowering of a rate which, if not 
originally intended to be final, has at any rate established itself as final in 
popular opinion, would sooner or later be followed by further changes. We 
me confident that it is not more difficult to secure permanent stability at the 
rate of Is. 4 <1. than at any other rate. _ * _ ■ . 

8. We note with great satisfaction that the Committee and Your Lordship 
are agreed that we should not accept any legal obligation to give gold in 
exchange for rupees. To undertake such an obligation at this stage would 
involve’borrowing an indefinite amount of gold for the purpose of convertibi¬ 
lity and to such a course there are the strongest and most obvious objections. 
Moreover, a stock of gold acquired far this object would be watched with 
excessive anxiety, and any shrinkage in its amount would be likely to foster 
apprehension if not panic. At the same time we hasten to add that we must 
aim at the attainment, with the least avoidable delay, of practical conver¬ 
tibility, such as exists in France. 

0. Wo also concur in the determination that the rupee shall remain lull 
lecra! tender as at present. It is not likely that gold will evor penetrate 
freely into the country, or be used except in the larger centres and to some 
extent along the railways, since gold coins represent too great a value Oi 
ordinary transactions, which will in the main continue to be earned out by lue 


uge of silVe'r.. Gold in our opinion will remain a marginal currency. Any 
restriction on the use as legal tender of the rupee Would, moreover, be an 
unnecessary and arbitrary interference with the habits of the native popu¬ 
lation. The closing of the Mints, essential as that measure was, has had a 
certain depressing effect upon that metal which forms the favourite invest¬ 
ment oi the savings of the people; and any semblance, of hostility to silver 
should, in our opinion, be rigorously avoided. Wo do not anticipate any 
more inconvenience Under such conditions than has been felt in France from 
the maintenance of the full legal tender value of a mass of silver currency 
which is probably at least equal to the dimensions of our rupee currency. 

10, The question of making our gold reserve freely available for foreign 
remittance is one in which the Indian business community is keenly interested, 
it is a question that touches them more nearly than auy otuer connected with 
the currency, and hence it is that they have given such a .large measure of 
approval to proposals for establishing a fund to be specially kept available for 
foreign remittances. But, though we could not consent to such proposals, 
wo have the strongest opinion that our gold reserve should be available for 
foreign remittances, and that the natural and proper function of gold, when 
the standard is established, will be to flow in and out of the country in 
response to the seasonal demands of trade and so to impart elasticity to our 
currency. After the gold standard has been firmly established, the inflow 
and outflow of gold will be automatic; but at the beginning of the new 
system the particular manner in which the gold reserve may be drawn upon 
ha' the purpose of securing stability in exchange must be considered and 
determined in the light of circumstances as they may arise. Probably tor 
some time to come the only method to he employed will bo to remit gold to 
Your Lordship when exchange shows a tendency to fall below specie point, 
and to reduce the drawing of Council bills by an equivalent sum. “We may 
p 0 proceed.in time discharge obligations in gold, or to pay certain classes 
or. currency notes in gold, and gold so paid would reach the Banks and bo 
Uifido available for foreign roniittciiioc?, 

11. I hie question discussed in the preceding paragraph leads to the con¬ 
sideration of the opinion given by three members of the Committee against 
ster.iug borrowing for currency purposes. As we have already said, we are 
absolutely opposed to borrowing for the purpose of securing convertibility, 
and we are also opposed to any immediate borrowing in order to accumulate 
a stock of gold for the purpose of maintaining exchange. But our reasons in 
the two cases arc different. We refuse to borrow to ensure convertibility 
because of the risk involved, arid vve prefer to adopt the sounder and safer 
course, which has been adopted by other countries, of proceeding by gradual 
steps to convertibility. We equally deprecate any immediate borrowing for 
toe purpose of maintaining exchange; such borrowing may never become 
necessary, and would, in that case, impose an unjustifiable charge for interest 
on the taxpayer. At the same time, the increase of our gold obligations 
oonUi tend to retard the success of our currency policy and in this connexion 
we may note that we concur with the Committee in deprecating the 
increase of our general sterling obligations. But we cannot conceal 
from ourselves that if India were afflicted with famine or other adverse 
circumstances in the earlier years of our new currency, and before an adequate 
reserve had accumulated, circumstances might arise in. which borrowing to 
maintain the standard would become an absolute necessity. We should have 
preferred, as we have informed Your Lordship by telegram, to have been 
armed against such a contingency which can never be left out of calculation 
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by an Indian Government, not by actual borrowing but by obtaining power 
to borrow. The possession of such-powers, in our opinion, would go far b 
render any exercise of them unnecessary owing to the public confidence wbiot 
their existence would inspire. Such powers might have been taken for t 
limited period and for a definite amount, and would have been exercised 
exclusively, if ever necessity arose fox* exorcising them, for the single purpose 
<>£ maintaining stability in exchange. We further hoped that it might have 
been found possible to take such powers in conjunction with Her Majesty*! 
Government. An association of the two Governments for bo limited aiid 
specific a purpose would not have impaired the financial independence of India, 
and we cannot conceive that the Imperial Government would have been 
reluctant to give India the use of the Imperial credit for such an object. We 
have learnt with satisfaction since vve urged these considerations that Your 
Lordship has stated in the House of Commons, in the debate on the Indian 
budget, that borrowing would be resorted to if it should prove to be necessary . 
But we think it right, to explain fully the reasons which led us to urge our 
views upon Your Lordship, and we believe that, had the course we advocated 
proved practicable, our new currency policy would have, at any rate in this 
country, commanded more immediate assent and confidence. 

12. It only remains for us to discuss Mr. Hambro's proposal for the 
establishment of a strong Bank. There can, we think, be no question that, 
for the purpose of the effective maintenance of the gold standard, a Bank with 
a large sterling capital, and constituted on the model of the Bank of England 
or Bank of France, would be a very powerful support to the State. Such a 
Bank would be better able to measure and deal with the requirements of trade 
for foreign remittances than any Government, and it would have the capacity, 
which a Government Department cannot be expected to possess, of preventing 
unnecessary export of gold without hampering trade. An institution of the 
kind would also be most effective in promoting the circulation of gold. It 
would, again, be an effective agent for securing an increased circulation of 
fiduciary money ; and we might find it possible to entrust it with the manage¬ 
ment of the Government Paper Currency. Apart altogether, however, from 
the question of the gold standard, we consider that the constitution of such a 
Bank is desirable. The three Presidency Banks do not command separately or 
together a capital adequate to the commercial requirements ot the country or 
sufficient to prevent excessive fluctuations in the rates of discount at different 
seasons of the year ; while the legislative restrictions under which they conduct 
their business and the sharp division of their respective spheres of influence, 
however necessary or expedient at a former period, now form an obstacle to 
business. The Presidency Banks, however, have in the past done good service 
and the Government owe them full consideration apart from any actual contract 
or legal obligations. We think, therefore, that in the first instance the attempt 
should be made to absorb the three existing. Banks in one strong establish¬ 
ment, constituted nn a sterling basis, care being taken that the interests of 
holders of shares in the Banks should be fully protected and secured. The 
whole question is one that will require careful consideration, and we 'propose 
t,o address Your Lordship again on the subject after ascertaining the views of 
the Banks aud of the mercantile community. 
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